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Rules  and  Regulations 


Title  7— AGRICULTURE 

Chapter  IX — Consumer  and  Market¬ 
ing  Service  (Marketing  Agreements 
and  Orders;  Fruits,  Vegetables, 
Nuts),  Department  of  Agriculture 

[Lemon  Reg.  335,  Arndt.  1] 

PART  910— LEMONS  GROWN  IN 

CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 

Findings.  (1)  Pursuant  to  the  market¬ 
ing  agreement,  as  amended,  and  Order 
No.  910,  as  amended  (7  CFR  Part  910) , 
regulating  the  handling  of  lemons 
grown  in  California  and  Arizona,  effec¬ 
tive  under  the  applicable  provisions  of 
the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended  (7  U.S.C.  601- 
674),  and  upon  the  basis  of  the  recom- 
mendatiohs  and  Information  submitted 
by  the  Lemon  Administrative  Committee, 
established  under  the  said  amended 
marketing  agreement  and  order,  and 
upon  other  available  Information,  it  Is 
hereby  found  that  the  limitation  of 
handling  of  such  lemons,  as  hereinafter 
provided,  will  tend  to  effectuate  the 
declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that  it 
Is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
amendment  until  30  days  after  publica¬ 
tion  hereof  in  the  Federal  Register  (5 
U.S.C.  553)  because  the  time  intervening 
between  the  date  when  information  upon 
which  this  amendment  is  based  became 
available  and  the  time  when  this  amend¬ 
ment  must  become  effective  In  order  to 
effectuate  the  declared  policy  of  the  act 
is  insufiBcient,  and  this  amendment  re¬ 
lieves  restriction  on  the  handling  of 
lemons  grown  in  California  and 
Arizona. 

Order,  as  amended.  The  provisions  In 
paragraph  (b)(1)  (1),  (11),  and  (111)  of 
§  910.655  (Lemon  Reg.  355,  34  F.R.  127) 
are  hereby  amended  to  read  as  follows: 

§  910.655  Lemon  Regulation  355. 

•  •  «  •  * 

(b)  Order.  (1)  •  •  * 

(i)  District  1 :  18,600  cartons; 

(ii)  District  2;  79,050  cartons; 

(iii)  District  3 :  111,600  cartons. 

•  *  *  •  • 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  January  9, 1969. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Consumer 
and  Marketing  Service. 

1P.R.  Doc.  69-445;  PUed,  Jan.  18,  1969; 

8:48  a.m.] 


[Avocado  Reg.  10,  Arndt.  5] 

PART  915— AVOCADOS  GROWN  IN 
SOUTH  FLORIDA 

Limitation  of  Shipments 

Findings.  (1)  Pursuant  to  the  mar¬ 
keting  agreement,  as  amended,  and 
Order  No.  915,  as  amended  (7  CFR  Part 
915),  regulating  the  handling  of  avo¬ 
cados  grown  in  South  Florida,  effective 
under  the  applicable  provisions  of  the 
Agricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601-674), 
and  upon  the  basis  of  the  recommenda¬ 
tion  of  the  Avocado  Administrative  Com¬ 
mittee,  established  under  the  aforesaid 
marketing  agreement  and  order,  and 
upon  other  available  information,  it  is 
hereby  found  that  the  limitation  of  han¬ 
dling  of  avocados,  as  hereinafter  pro¬ 
vided,' will  tend  to  effectuate  the  declared 
policy  of  the  act. 

(2)  It  is  hereby  further  foimd  that  it 
is  impracticable  and  contrary  to  the  pub¬ 
lic  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
regulation  until  30  days  after  publication 
thereof  in  the  Federal  Register  (5  U.S.C. 
553)  because  the  time  intervening  be¬ 
tween  the  date  when  information  upon 
which  this  regulation  is  based  became 
available  and  the  time  when  this  regu¬ 
lation  must  become  effective  in  order  to 
effectuate  the  declared  policy  of  the  act 
is  insufficient;  and  this  amendment  re¬ 
lieves  restrictions  on  the  handling  of 
avocados  grown  in  South  Florida. 

Order.  The  provisions  of  §  915.310 
(Avocado  Reg.  10;  33  F.R.  8500,  8801, 
10501,  14116,  18581)  are  amended  as 
follows; 

1.  The  provisions  of  paragraph  (a)  (1) 
are  amended  to  read  as  follows: 

(a)  Order.  (1)  During  the  period 
January  13, 1969,  through  April  30,  1969, 
no  handler  shall  handle  any  avocados 
unless  such  avocados  grade  at  least  U.S. 
No.  3  grade; 

2.  The  provisions  of  paragraph  (b) 
are  amended  by  substituting  “and  the 
term  U.S.  No.  3.”  for  “and  the  term  U.S. 
No.  2”. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated,  January  9,  1969,  to  become  ef¬ 
fective  January  13, 1969. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Consumer  and 
Marketing  Service. 

[FJl.  Doc.  69-444;  Filed,  Jan.  13,  1969; 

8:48  a.m.j 


[945.327,  Amdt.  1] 

PART  945— IRISH  POTATOES  GROWN 
IN  CERTAIN  DESIGNATED  COUN¬ 
TIES  IN  IDAHO  AND  MALHEUR 
COUNTY,  OREG. 

Limitation  of  Shipments 

Notice  of  rule  making  with  respect  to 
a  proposed  amendment  to  the  limitation 
of  shipments  regulation,  to  be  made 
effective  under  Marketing  Agreement  No. 

98  and  Order  No.  945,  both  as  amended 
(7  CFR  Part  945)  regulating  the  han¬ 
dling  of  Irish  potatoes  grown  in  desig¬ 
nated  counties  in  Idaho  and  Malheur 
County,  Oreg.,  was  published  in  the 
Federal  Register  January  4,  1959  (34 
F.R.  152) .  This  program  is  effective  un¬ 
der  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  U.S.C. 
601  et  seq.) . 

The  notice  afforded  interested  persons 
an  opportunity  to  file  written  data,  views, 
or  arguments  pertaining  thereto  not  later 
than  5  days  after  publication.  Within 
the  period  specified,  written  comment 
was  filed  by  the  Idaho-Eastern  Oregon 
Potato  Committee  to  correct  an  error  in 
certain  minimum  sizes  by  lowering 
it  1  ounce  each  in  the  50-90  count 
designations. 

After  consideration  of  all  relevant 
matters  presented,  including  the  written 
comment  filed,  the  proposals  set  forth 
in  the  aforesaid  notice  which  were  rec¬ 
ommended  by  the  Idaho-Eastern  Oregon 
Potato  Committee,  established  pursuant 
to  said  amended  marketing  agreement 
and  order,  it  is  hereby  found  and  deter¬ 
mined  that  this  amendment  will  tend 
to  effectuate  the  declared  policy  of  the 
act. 

It  is  hereby  found  that  good  cause 
exists  for  not  postponing  the  effective 
date  of  this  amendment  until  30  days 
after  publication  in  the  Federal  Regis¬ 
ter  (5  U.S.C.  553)  in  that  shipments  of 
potatoes  grown  in  the  production  area 
are  currently  being  marketed  and  the 
amendment  should  become  effective  at 
the  time  herein  provided  to  maximize 
the  benefits  to  producers;  to  delay  this 
amendment  beyond  the  effective  time 
would  tend  to  increase  shipments  of 
size  “B”  potatoes  prior  to  the  effective 
time;  and  good  cause  exists  for  making 
the  provisions  hereof  effective  not  later 
than  January  14,  1969.  Idaho-Eastern 
Oregon  Potato  Committee  held  an  open 
meeting  December  20,  1968,  to  consider 
recommendations  for  an  amendment  to 
the  limitation  of  shipments  regulations, 
after  giving  due  notice  of  such  meeting, 
and  interested  persons  were  afforded  an 
opportunity  to  submit  their  views  at  this 
meeting;  information  regarding  the  pro¬ 
visions  of  the .  recommendation  by  the 
committee  has  been  disseminated  among 
the  growers  and  handlers  of  potatoes  in 
the  production  area;  compliance  with 
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this  section  will  not  require  any  special 
preparation  of  potato  sorting  and  pack¬ 
ing  equipment  on  the  part  of  handlers 
subject  thereto  which  cannot  be  com¬ 
pleted  on  or  before  the  effective  time 
hereof. 

Effective  January  14,  1969,  paragraphs 

(a) ,  (b)  (1) ,  (c) ,  the  introductory  text  of 
(d),  and  (f)  of  §  945.327  (33  F.R.  9531) 
are  amended  as  follows: 

§  943.327  Limitation  of  !«liipment»<. 

^  ♦ 

(a)  Minimum  quality  requirements — 

(1)  Grade.  All  varieties:  U.S.  No.  2,  or 
better  grade. 

(2)  Size,  (i)  Roimd  red  varieties:  1% 
inches  minimum  diameter. 

(ii)  All  other  varieties:  2  inches  mini¬ 
mum  diameter,  or  4  ounces  minimum 
weight. 

(iii)  When  containers  of  long  varie¬ 
ties  of  potatoes  are  marked  with  a  count 
or  similar  designation  they  must  meet 
the  weight  range  for  the  count  designa¬ 
tion  listed  below: 

Count  designation 
Larger  than  50  count. 

50  count _ 

60  count _ 

70  count _ 

80  count _ 

90  count _ 

100  count _ 

110  count _ 

120  count _ 

130  count _ 

140  count _ 

Smaller  than  140 
coimt. 

The  following  tolerances,  by  weight,  are 
provided  for  potatoes  in  any  lot  which 
fail  to  meet  the  weight  range  for  the 
designated  count: 

(a)  5  percent  for  undersize;  and, 

(b)  10  percent  for  oversize. 

(3)  Cleanliness — (i)  Kennebec  vari¬ 
ety.  Not  more  than  “slightly  dirty.” 

(ii)  All  other  varieties,  “(jtenerally 
fairly  clean.” 

(b)  Minimum  maturity  requirements — 
(1)  White  Rose  variety.  No  maturity 
requirements. 

***** 

(c)  Special  purpose  shipments.  (1) 
The  minimum  grade,  size,  cleanliness, 
and  maturity  requirements  set  forth  in 
paragraphs  (a)  and  (b)  of  this  section 
shall  not  be  applicable  to  shipments  of 
potatoes  for  any  of  the  following 
purposes: 

(1)  Certified  seed; 

(ii)  Charity: 

(iii)  Starch; 

(iv)  Canning  or  freezing: 

(v)  Experimentation: 

(vi)  Seed  pieces  cut  from  stock  eligible 
for  certification  as  certified  seed. 

(2)  The  minimum  grade,  size,  cleanli¬ 
ness,  and  maturity  requirements  set 
forth  in  paragraphs  (a)  and  (b)  of  this 
section  shall  be  applicable  to  shipments 
of  potatoes  for  each  of  the  following 
purposes: 

(i)  Export:  Protnded,  That  potatoes  of 
a  size  not  smaller  than  IV2  inches  in  di¬ 
ameter  may  be  shipped  if  the  potatoes 
grade  not  less  than  U.S.  No.  2;  and 

(ii)  Potato  chipping:  Provided.  That 
potatoes  of  a  size  not  smaller  than  iy2 


inches  in  diameter  may  be  shipped  if  the 
potatoes  grade  not  less  than  Idaho 
Utility,  or  Oregon  Utility  grade. 

(d)  Safeguards.  Each  handler  making 
shipments  of  potatoes  for  starch,  canning 
or  freezing,  experimentation,  seed  pieces 
cut  from  stock  eligible  for  certification, 
exjwrt  or  for  potato  chipping  pursuant  to 
paragraph  (c)  of  this  section  shall : 
***** 

(f )  Definitions.  The  terms  “U.S.  No.  1,” 
“U.S.  No.  2,”  “Fairly  clean,”  and  “slightly 
dirty”  shall  have  the  same  meaning  as 
when  used  in  the  U.S.  Standards  for 
Potatoes  (§§  51.1540-51.1556  of  this 
title),  including  the  tolerances  set  forth 
therein.  The  term  “generally  fairly 
clean”  means  that  at  least  90  percent  of 
the  potatoes  in  a  given  lot  are  “fairly 
clean.”  The  terms  “Idaho  Utility  grade” 
and  “Oregon  Utility  grade”  shall  have 
the  same  meanings  as  when  used  in  the 
respective  standards  for  potatoes  for  the 
respective  States.  Other  terms  used  in 
this  section  shall  have  the  same  meaning 
as  when  used  in  Marketing  Agreement 
No.  98  and  Order  No.  945,  both  as 
amended. 


Dated  January  10,  1969,  to  become 
effective  January  14,  1969. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Consumer  and 
Marketing  Service. 

[F.R.  Doc.  69-523;  Filed,  Jan.  13,  1969; 
8:49  am.] 


Title  21— FOOD  AND  DRUGS 

Chapter  II — Bureau  of  Narcotics  and 
Dangerous  Drugs,  Department  of 
Justice 

[Directive  No.  10] 

PART  305— OPIATES 

Bezitramide  Classified  as  an  Opiate 

Under  and  by  virtue  of  the  authority 
vested  in  the  Attorney  General  by  sec¬ 
tions  509  and  510  of  title  28  and  section 
301  of  title  5  of  the  United  States  Code, 
and  by  the  authority  delegated  to  the 
Attorney  General  by  Reorganization 
Plan  No.  1  of  1968  (33  F.R.  5611),  which 
has  been  delegated  to  the  Director  of 
the  Bureau  of  Narcotics  and  Dangerous 
Drugs  (28  CFR  0.200,  33  F.R.  5580) ;  no¬ 
tice  is  hereby  given  pursuant  to  the  pro¬ 
visions  of  section  5(b)  of  the  Narcotics 
Manufacturing  Act  of  1960,  74  Stat.  60, 
21  U.S.C.  503(b)  and  21  CFR  307.61(b) 
that  the  United  States  has  received  noti¬ 
fication  under  date  of  November  15, 1968, 
from  the  Secretary-General  of  the 
United  Nations  that  the  World  Health 
Organization  has  found  a  certain  sub¬ 
stance,  not  heretofore  determined  to  be 
an  opiate,  to  fall  under  the  regime  laid 
down  in  the  1931  Convention  for  the 
drugs  specified  in  Article  I,  paragraph  2, 
Group  I  of  that  Convention. 

The  substance  and  its  salts  to  which 
the  World  Health  Organization  decision 
relates  and  which  has  been  found  by  that 
Organization  to  be  capable  of  producing 
addiction  is:  (Bezitramide)  l-(3-cyano- 


3,  3-diphenylpropyl)  -4-(2-oxo-3-propi- 
onyl- 1  -benzimidazolinyl )  -piperidine. 

Accordingly,  §  305.2(b)  is  amended  by 
adding  a  new  drug  to  the  chronological 
list  of  findings  as  follows: 

§  305.2  Chronological  list  of  findings. 

«  *  *  »  « 

(b)  The  following  is  a  chronological 
list  of  drugs  or  other  substances  found 
by  the  World  Health  Organization  as 
being  capable  of  producing  addiction  or 
of  conversion  into  a  drug  or  other  sub¬ 
stance  capable  of  producing  addiction 
and  designated  as  opiates  by  the  Director 
of  the  Bureau  of  Narcotics  and  Danger¬ 
ous  Drugs  pursuant  to  the  provisions  of 
§  307.61(b)  of  this  chapter.  Drugs  and 
other  substances  listed  include  any  salts 
thereof. 

***** 

January  14,  1969 

(Bezitramide)  l-(3-cyano-3.3  -  dlphenylpro- 
pyl)-4-(2-oxo  -  3  -  propionyl-l  -  benziml- 
dazolinyl)  -piperidine. 

Because  this  amendment  of  §  305.2(b) 
merely  adds  to  the  chronological  list  of 
findings  a  new  drug  designated  by  the 
World  Health  Organization  as  being  cap¬ 
able  of  producing  addiction  and  therefore 
recognized  and  published  as  an  opiate  by 
the  Director  of  the  Bureau  of  Narcotics 
and  Dangerous  Drugs  under  the  provis¬ 
ions  of  section  5(b)  of  the  Narcotics 
Manufacturing  Act  of  1960, 74  Stat.  60, 21 
U.S.C.  503(b)  and  21  CFR  307.61(b),  it 
is  hereby  found  that  it  is  imnecessai-y  to 
issue  this  directive  with  notice  and  pub¬ 
lic  procedure  thereon  under  5  U.S.C.  553 
or  subject  to  the  effective  date  limitation 
of  that  section. 

Effective  date.  This  directive  shall  be¬ 
come  effective  upon  publication  in  the 
Federal  Register. 

(Sec.  5(b)  Public  Law  86-429  (  74  Stat.  60): 
sec.  17.  Public  Law  86-429  (74  Stat.  67) ) 

Dated;  January  4, 1969. 

John  E.  Ingersoll, 
Director,  Bureau  of 
Narcotics  and  Dangerous  Drugs. 

[F.R.  Doc.  69-448;  Filed,  Jan.  13,  1969; 
8:48  a.m.] 

Title  24— HOUSING  AND 
HOUSING  CREDIT 

MISCELLANEOUS  AMENDMENTS  TO 
TITLE 

Title  24  is  amended  as  follows; 

Subtitle  A — Office  of  the  Secretary, 
Department  of  Housing  and  Urban 
Development 

PART  5— RENT  SUPPLEMENT 
PAYMENTS 

In  §5.15  paragraphs  (a)(1),  (b)  (1) 
and  (2),  and  (d)  are  amended  to  read 
as  follows; 

§  5.15  Eligible  housing  owner. 

(a)  *  •  • 

(1)  By  a  mortgage  bearing  interest  at 
the  market  rate  prescribed  in  §  221.518 


Weight  range 
15  ounces  or  larger. 
12-19  ounces. 

10-16  ounces. 

9-15  ounces. 

8-13  ounces. 

7-12  ounces. 

6-10  ounces. 

5-9  ounces. 

4-8  oimces. 

4-8  ounces. 

4-8  ounces. 

4-8  ounces. 
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(a)  of  this  title  and  insured  under  sec¬ 
tion  221(d)(3)  of  the  National  Housing 
Act  (or  insured  under  section  233  of  such 
Act  pursuant  to  section  221(d)  (3) ) .  Such 
mortgage  shall  be  insured  pursuant  to 
an  insurance  commitment  issued  after 
August  10,  1965. 

*  *  #  •  *  ' 

(b)  *  *  * 

(1)  A  nonprofit,  limited  distribution, 
or  cooperative  mortgagor  under  a  mort¬ 
gage  bearing  interest  at  the  below  mar¬ 
ket  rate  prescribed  in  §  221.518(b)  of  this 
title.  Such  project  must  be  insured  pur¬ 
suant  to  a  commitment  issued  after 
August  10,  1965  for  the  insurance  of  a 
mortgage  imder  section  221(d)  (3)  of  the 
National  Housing  Act  (or  insured  under 
section  233  of  such  Act  pursuant  to  sec¬ 
tion  221(d)(3)). 

(2)  A  private  nonprofit  mortgagor 
under  a  mortgage  insured  pursuant  to 
section  231(c)  (3)  of  the  National  Hous¬ 
ing  Act  (or  insured  under  section  233 
of  such  Act  pursuant  to  section  231(c) 

(3) )  which  is  approved  for  receiving  the 
benefits  provided  in  this  part  and  finally 
endorsed  for  insurance  after  August  10, 
1965. 

*  '  «  *  *  * 

(d)  Where  the  project  is  to  be  insured 
under  section  221(d)  (3)  of  the  National 
Housing  Act  (or  insured  under  section 
233  of  such  Act  pursuant  to  section  221 
(d)  (3)^  and  is  to  be  located  in  a  com¬ 
munity  in  which  a  workable  program 
was  required  and  was  in  effect  at  an 
earlier  date  (at  which  time  a  loan  or 
grant  was  made  under  title  I  of  the  Hous¬ 
ing  Act  of  1949  or  under  the  United 
States  Housing  Act  of  1937) ,  the  work¬ 
able  program  requirement  of  paragraph 

(c)  (1)  of  this  section  must  be  met  and 
the  requirements  of  paragraph  (c)  (2) 
of  this  section  shall  not  be  applicable. 
(Sec.  101(g),  79  Stat.  453;  12  TJ.S.C.  1701s) 


Chapter  II — Federal  Housing  Admin¬ 
istration,  Department  of  Housing 
and  Urban  Development 

SUBCHAPTER  B — PROPERTY  IMPROVEMENT 
LOANS 

PART  201— CLASS  1  AND  CLASS  2 
PROPERTY  IMPROVEMENT  LOANS 

In  §  201.6  paragraph  (c)  (1)  is  amended 
to  read  as  follows: 

§  201.6  Eligible  loans. 

***** 

(c)  Use  of  proceeds — technical  services 
and  direct  costs.  *  •  * 

(1)  The  costs  of  credit  investigation, 
not  to  exceed  $5. 

***** 

(Sec.  2,  48  Stat.  1246,  as  amended;  12  U.S.C. 
1703) 


SUBCHAPTER  C — MUTUAL  MORTGAGE  INSUR¬ 
ANCE  AND  INSURED  HOME  IMPROVEMENT 
LOANS 

PART  203— MUTUAL  MORTGAGE  IN¬ 
SURANCE  AND  INSURED  HOME 
IMPROVEMENT  LOANS 
Subpart  A — Eligibility  Requirements 

In  §  203.19  paragraph  (b)  is  amended 
to  read  as  follows: 


§  203.19  Mortgagor's  minimum  invest¬ 
ment. 

«  «  *  *  * 

(b)  A  mortgagor  who  is  60  years  of  age 
or  older,  as  of  the  date  the  mortgage  is 
accepted  for  insurance,  or  whose  mort¬ 
gage  meets  the  requirements  of  and  is 
to  be  insured  pursuant  to  §  203.18(d),  or 
who  is  purchasing  a  single-family  home 
under  a  low  income  housing  demonstra¬ 
tion  project  which  is  being  assisted  by  the 
Secretary  of  Housing  and  Urban  Devel¬ 
opment  pursuant  to  section  207  of  the 
Housing  Act  of  1961,  may  obtain  a  loan 
to  meet  the  payment  required  by  para¬ 
graph  (a)  of  this  section  and  to  pay 
settlement  costs.  Such  loan  shall  be  from 
a  corporation  or  person  satisfactory  to 
the  Commissioner.  The  settlement  costs 
paid  with  the  loan  may  include  initial 
pa3mients  for  taxes,  hazard  insurance 
premium,  mortgage  insurance  premium, 
and  other  prepaid  expenses,  as  deter¬ 
mined  by  the  Commissioner.  As  security 
for  the  loan,  the  mortgagor  may  give  a 
note  or  other  evidence  of  indebtedness 
bearing  interest  at  a  rate  not  in  excess 
of  that  permitted  in  the  insured  mort¬ 
gage.  The  aggregate  amount  of  the  in¬ 
sured  mortgage  and  the  loan  referred  to 
in  this  section  shall  not  exceed  an 
amount  equal  to  the  Commissioner’s  esti¬ 
mate  of  the  appraised  value  of  the 
property,  plus  an  amount  equal  to  the 
initial  payments  for  taxes,  hazard  in¬ 
surance  premium,  mortgage  insurance 
premium,  and  other  prepaid  expenses, 
as  determined  by  the  Commissioner. 

Section  203.71  is  amended  to  read  as 
follows: 

§  203.71  Ix>an  amortization  period. 

The  loan  shall  have  an  amortization  of 
either  5,  7,  10,  12,  15,  17,  or  20  years  by 
providing  for  either  60,  84,  120,  144,  180, 
204,  or  240  monthly  amortization  pay¬ 
ments. 

(Sec.  211,  52  stat.  23;  12  U.S.C.  1715b.  Inter¬ 
pret  or  apply  sec.  203,  52  Stat.  10,  as  amended; 
12  U.S.C.  1709) 


SUBCHAPTER  D— RENTAL  HOUSING  INSURANCE 

PART  207— MULTIFAMILY  HOUSING 
MORTGAGE  INSURANCE 

Subpart  B — Contract  Rights  and 
Obligations 

Section  207.260  is  amended  to  read  as 
follows: 

§  207.260  Protection  of  mortgage  secu¬ 
rity. 

(a)  Annual  inspection  of  property  by 
mortgagee.  As  long  as  the  mortgage  is 
insured  by  the  Commissioner,  the  mort¬ 
gagee  shall  ascertain  the  general  physi¬ 
cal  condition  of  the  mortgaged  property 
in  each  calendar  year  commencing  with 
the  calendar  year  following  completion 
of  the  project.  The  mortgagee  shall  fur¬ 
nish  t^  Commissioner  and  the  mort¬ 
gagor  with  a  copy  of  its  inspection  re¬ 
port,  which  shall  contain  the  mortgagee’s 
recommendations  for  any  necessary 
action. 

(b)  Damage  to  property  by  unreason¬ 
able  use.  abuse,  or  neglect.  If  a  claim  for 


mortgage  insurance  benefits  is  filed,  the 
Commissioner  will  accept  an  assignment 
of  the  mortgage  or  conveyance  of  the 
property  even  though  the  buildings  or 
improvements  thereon  have  been  sub¬ 
jected  to  permanent  or  substantial  dam¬ 
age  through  unreasonable  use,  abuse  or 
neglect.  The  mortgagee  shall  not  be  held 
responsible  for  such  damage  and  deduc¬ 
tions  therefor  will  not  be  made  from 
mortgage  insurance  benefits. 

(c)  Insurance  of  property  against  fire 
and  other  hazards.  The  mortgaged  prop¬ 
erty  shall  be  insured  against  fire  and 
other  hazards  as  provided  in  the  mort¬ 
gage.  The  mortgagee  shall  obtain  such 
coverage  in  the  event  the  mortgagor  fails 
to  do  so.  If  the  mortgagee  fails  to  pay  any 
premiums  necessary  to  keep  the  mort¬ 
gaged  premises  so  insured,  the  contract 
of  mortgage  insurance  may  be  termi¬ 
nated  at  the  election  of  the  Commis¬ 
sioner. 

(d)  Effect  of  failure  to  provide  insur¬ 
ance;  cancellation  of  insurance.  If  the 
mortgage  is  assigned  to  the  Commis¬ 
sioner  or  the  property  is  conveyed  to  the 
Commissioner  and  at  the  time  of  such 
assignment  or  conveyance  the  property 
has  been  damaged  by  fire  or  other  haz¬ 
ards  and  loss  has  been  sustained  because 
of  failme  to  keep  the  property  insured 
as  provided  in  the  mortgage,  the  amovmt 
of  such  loss  may  be  deducted  from  the 
insurance  benefits  paid  by  the  Commis¬ 
sioner,  imless  the  following  conditions 
are  met: 

(1)  The  property  shall  have  been  cov¬ 
ered  by  insurance  against  fire  and  other 
hazards  at  the  time  the  mortgage  was 
insured. 

(2)  Such  insurance  shall  have  been 
later  canceled  or  renewal  shall  have  been 
refused  by  the  insuring  company. 

(3)  The  mortgagee  shall  have  noti¬ 
fied  the  Commissioner  within  30  days  (or 
within  such  further  time  as  the  Com¬ 
missioner  may  approve)  of  the  cancel¬ 
lation  of  the  insurance  or  of  the  refusal 
of  the  insuring  company  to  renew  the 
insurance.  Such  notification  shall  have 
been  accompanied  by  a  certification  that 
the  mortgagee’s  diligent  efforts  to  ob¬ 
tain  insurance  coverage  against  fire  and 
other  hazards  at  reasonably  competitive 
rates  were  unsuc<fessful  and  that  it 
would  continue  its  efforts  to  obtain  ade¬ 
quate  insiurance  coverage  at  competitive 
rates. 

(e)  Application  of  insurance  proceeds. 
(1)  In  the  event  a  loss  has  occurred  to 
the  mortgaged  property  under  any  policy 
of  fire  or  other  hazard  insurance  and  the 
mortgagee  has  received  the  proceeds 
therefrom,  it  shall  not  exercise  its  option 
imder  the  mortgage  to  use  the  proceeds 
of  such  insurance  for  the  repairing,  re¬ 
placing,  or  rebuilding  of  the  premises,  or 
apply  them  to  the  mortgage  indebted¬ 
ness,  or  make  other  disposition  of  such 
proceeds,  without  the  prior  written  ap¬ 
proval  of  the  Commissioner. 

(2)  If  the  proceeds  are  applied  to  the 
mortgage  with  such  prior  written  ap¬ 
proval  and  result  in  the  payment  in  full 
of  the  entire  mortgage  indebtedness, 'the 
contract  of  mortgage  insurance  made 
with  the  Commissioner  shii.il  thereupon 
terminate. 
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(3)  If  the  Commissioner  shall  fail  to 
give  his  approval  to  the  use  or  applica¬ 
tion  of  such  funds  for  either  of  said  pur¬ 
poses  within  30  days  after  written  request 
by  the  mortgagee,  the  mortgagee  may 
use  or  apply  such  funds  for  any  of  the 
purposes  specified  in  the  mortgage  with¬ 
out  the  approval  of  the  Commissioner. 

(Sec.  211,  52  Stat.  23;  12  U.S.C.  1715b.  In¬ 
terprets  or  applies  sec.  207,  52  Stat.  16,  as 
amended;  12  U.S.C.  1713) 


SUBCHAPTER  F — URBAN  RENEWAL  HOUSING 

INSURANCE  AND  INSURED  IMPROVEMENT 

LOANS 

PART  220— URBAN  RENEWAL  MORT¬ 
GAGE  INSURANCE  AND  INSURED 

IMPROVEMENT  LOANS 

In  Part  220,  Subpart  C,  in  the  Table 
of  Contents  a  new  §  220.505  is  added  as 
follows: 

Sec. 

220.50  Eligible  mortgagors. 

Subpait  C — Eligibility  Require¬ 
ments — Projects 

In  §  220.501  paragraph  (a)  is  amended 
by  adding  §  207.17  to  the  listed  exceptions 
as  follows: 

§  220.501  Incorporalion  by  reference. 

(a)  •  *  • 

207.17  Classification. 

•  *  •  *  « 

In  Part  220,  Subpart  C,  a  new  §  220.505 
is  added  to  read  as  follows: 

§  220.505  Eligible  mortgagors. 

In  order  to  be  eligible  under  this  sub¬ 
part,  the  mortgagor  shall  be  one  of  the 
following  types : 

(a)  Private  mortgagors.  Any  mort¬ 
gagor  approved  by  the  Commissioner 
which  until  the  termination  of  all  obli¬ 
gations  of  the  Commissioner  under  the 
insurance  contract  and  during  such  fur¬ 
ther  period  of  time  as  the  Commissioner 
shall  be  the  owner,  holder,  or  reinsurer 
of  the  mortgage,  is  regulated  or  restricted 
by  the  Commissioner  as  to  rents  or  sales, 
charges,  capital  structure,  rate  of  return, 
and  methods  of  operation. 

(b)  Public  mortgagors.  A  Federal  or 
State  instrumentality,  a  municipal  cor¬ 
porate  instrumentality  of  one  or  more 
States,  or  a  limited  dividend  or  rede¬ 
velopment  or  housing  corporation  or 
other  legal  entity  restricted  by  or  under 
Federal  or  State  laws  or  regulations  of 
State  banking  or  insurance  departments 
as  to  rents,  charges,  capital  structure, 
rate  of  return,  or  methods  of  operation. 

Subpart  D — Contract  Rights  and 
Obligations — Projects 

Section  220.753  is  amended  to  read  as 
follows: 

§  220.753  Forbearance  relief. 

(a)  In  a  case  where  the  mortgage  is 
in  default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  regular  mortgage  payments  for  a 
specified  period  of  time,  if  the  following 
requirements  are  met; 


(1)  The  mortgage  was  endorsed  for 
insurance  on  or  after  July  7,  1961. 

(2)  The  Commissioner  determines 
that  the  default  was  due  to  circumstances 
beyond  the  mortgagor’s  control  and  that 
the  mortgage  probably  will  be  restored 
to  good  standing  within  a  reasonable 
period  of  time  and  evidences  such  deter¬ 
mination  by  written  approval  of  the  for¬ 
bearance  agreement. 

(b)  The  time  specified  in  §  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  give  the  Commissioner 
written  notice  of  its  intention  to  file  an 
insurance  claim,  shall  be  suspended  for 
the  period  of  time  specified  in  the  for¬ 
bearance  agreement  as  long  as  the  mort¬ 
gagor  complies  with  the  requirements  of 
such  agreement. 

(c)  If  the  mortgagor  fails  to  meet  the 
requirements  of  a  forbearance  agreement 
or  to  cure  the  default  under  the  mort¬ 
gage  at  the  expiration  of  the  forbear¬ 
ance  period,  and  such  failure  continues 
for  a  period  of  30  days,  the  mortgagee 
shall  notify  the  Commissioner  of  such 
failure.  Within  45  days  thereafter,  un¬ 
less  a  modification  or  extension  of  the 
forbearance  agreement  has  been  ap¬ 
proved  by  the  Commissioner,  the  mort¬ 
gagee  shall  notify  the  Commissioner  of 
its  election  to  file  an  insurance  claim  and 
of  its  decision  to  either  assign  the  mort¬ 
gage  to  the  Commissioner  or  acquire  and 
convey  title  to  the  property  to  the  Com¬ 
missioner.  If  the  mortgage  is  assigned  to 
the  Commissioner,  the  special  insurance 
benefits  prescribed  in  §  220.765  shall  be 
applicable. 

Section  220.765  is  amended  to  read  as 
follows: 

§  220.765  Special  insurance  benefits — 
forbearance  relief  cases. 

(a)  Upon  a  failure  of  the  mortgagor 
to  meet  the  requirements  of  a  forbear¬ 
ance  agreement  or  to  cure  the  default 
under  the  mortgage  at  the  expiration  of 
the  forbearance  period,  the  mortgagee 
shall  be  entitled  to  obtain  a  special  in¬ 
surance  payment  in  cash,  in  lieu  of  the 
insurance  benefits  otherwise  provided 
imder  this  subpart.  To  receive  the  special 
insurance  payment,  the  mortgagee  shall 
assign  the  mortgage  to  the  Commissioner 
in  compliance  with  the  requirements  of 
§  207.258(b)  of  this  chapter. 

(b)  The  special  insurance  benefits  to 
the  mortgagee  shall  be  a  cash  payment 
computed  in  accordance  with  §  207.259 
(b)  of  this  chapter,  except  that  in  lieu 
of  the  allowance  for  debenture  interest 
in  §  207.259(b)  (1)  (iii)  of  this  chapter, 
the  payment  shall  include  the  amoimt 
of  the  unpaid  accrued  mortgage  interest 
computed  to  the  date  the  assignment 
of  the  mortgage  to  the  Commissioner  is 
filed  for  record.  In  addition,  there  shall 
be  included  in  the  cash  payment  an 
amount  equivalent  to  the  debenture  in¬ 
terest  which  would  have  been  earned 
from  the  date  the  mortgage  assignment 
was  filed  for  record  to  the  date  the  pay¬ 
ment  is  made:  except  that  when  the 
mortgagee  fails  to  meet  any  of  the  ap¬ 
plicable  requirements  of  §  207.258(b)  of 
this  chapter  and  §  220.753(c)  within  the 
specified  times  and  in  a  manner  satis¬ 
factory  to  the  Commissioner  (or  within 


such  further  time  as  the  Commissioner 
may  approve  in  writing) ,  such  debenture 
interest  allowance  shall  be  computed 
only  to  the  date  on  which  the  particular 
required  action  should  have  been  taken. 

(Sec.  211,  52  Stat.  23;  12  U.S.C.  1715b.  In¬ 
terpret  or  apply  sec.  220,  68  Stat.  596,  as 
amended;  12  U.S.C.  1715k) 


SUBCHAPTER  G — HOUSING  FOR  MODERATE 
INCOME  AND  DISPLACED  FAMILIES 

PART  221— LOW  COST  AND  MOD- 
ERATE  INCOME  MORTGAGE  IN¬ 
SURANCE 

Subpart  B — Contract  Rights  and 
Obligations — Low  Cost  Homes 

In  §  221.256  paragraphs  (a)  (1)  and 
(2)  are  amended  to  read  as  follows: 

§  221.256  Interest  rate  increase  and  pay¬ 
ment  of  mortgage  insurance  pre¬ 
miums  on  mortgages  under 
§§  221.60  and  221.65. 

(a)  *  *  • 

(1)  The  mortgagee  shall  determine, 
at  least  biennially,  whether  the  mort¬ 
gagor  has  continued  to  occupy  the  prop¬ 
erty  securing  the  mortgage.  If  the 
mortgagee  determines  that  the  mort¬ 
gagor  is  not  occupying  the  property  or 
that  the  mortgagor  has  sold  the 
property  subject  to  the  mortgage  to  a 
purchaser  not  qualifying  under  the  pro¬ 
visions  of  §  221.60(h)  or  §  221.68(d)  (4) 
(as  appropriate)  for  the  continuation  of 
a  below  market  interest  rate,  interest 
on  such  mortgage  shall  be  computed  by 
the  mortgagee  at  the  highest  rate  per¬ 
missible  imder  the  mortgage.  The  com¬ 
putation  at  the  higher  rate  shall  be 
effective  from  the  first  day  of  the  month 
following  the  month  in  which  the  right 
to  collect  interest  at  the  increased  rate 
first  accrued,  as  determined  by  the 
mortgagee. 

,  (2)  The  mortgagee  shall  determine 
the  mortgagor’s  family  income,  at  least 
biennially,  and  shall  increase  the  mort¬ 
gage  interest  pursuant  to  the  require¬ 
ments  of  §§  221.60(g)  and  221.65(d)(5), 
as  appropriate,  to  comply  with  the  re¬ 
quirements  of  such  sections.  The  com¬ 
putation  at  the  higher  rate  shall  be  effec¬ 
tive  from  the  first  day  of  the  month 
following  the  month  in  which  the  mort¬ 
gagee  determines  that  the  mortgagor’s 
family  income  was  increased. 

•  *  •  *  * 

Subpart  C — Eligibility  Require¬ 

ments — Moderate  Income  Projects 

In  §  221.510  paragraph  (c)  is  amended 
to  read  as  follows: 

§  221.510  Eligible  luurigagors. 

♦  *  *  *  « 

(c)  Limited  distribution  mortgagor. 
The  limited  distribution  mortgagor  shall 
be  a  corporation,  trust,  partnership,  as¬ 
sociation,  or  other  entity  formed  exclu¬ 
sively  for  the  purpose  of  providing 
housing,  or  the  mortgagor  shall  be  an 
individual.  Such  mortgagor  shall  be  re¬ 
stricted  by  law  (or  by  the  Commissioner) 
as  to  distribution  of  income  and  shall  be 
regulated  as  to  rents,  charges,  rate  of 
return,  and  methods  of  operation  in 
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such  form  and  manner  as  is  satisfactory 
to  the  Commissioner  to  effectuate  the 
purposes  of  this  subpart. 

In  Part  221,  Subpart  D,  in  the  Table 
of  Contents  the  heading  of  §  221.760  is 
amended  and  new  §§  221.761  and  221.763 
are  added  as  follows: 

Sec. 

221.760  Adjusted  premium  and  termination 

charges. 

221.761  Forebearance  relief. 

221.763  Special  insurance  benefits — forbear¬ 
ance  relief  cases. 

Subpart  D — Contract  Rights  and  Obli¬ 
gations — Moderate  Income  Projects 

In  §  221.751(a),  the  reference  to 
§  207.253  in  the  listed  exceptions  is 
amended  to  read  as  follows; 

§  221.751  Incorporation  by  reference, 

(a)  *  *  * 

Sec. 

207.253  Adjusted  premium  and  termination 
charges. 

•  *  *  *  • 

Section  221.755  is  amended  to  read  as 
follows; 

§  221.755,  First,  second,  and  third  pre¬ 
mium. 

All  of  the  provisions  of  §  207.252  of  this 
chapter,  relating  to  mortgage  insurance 
premiums,  apply  to  mortgages  insured 
under  this  subpart  that  provide  for  in¬ 
terest  at  the  market  rate  prescribed  in 
§  221.518(a),  but  such  provisions  shall 
not  apply  to  mortgages  that  provide  for 
interest  during  the  construction  period  at 
the  market  rate  and  for  interest  sub¬ 
sequent  to  final  insurance  endorsement 
at  the  below  market  rate  prescribed 
in  §  221.518(b). 

Section  221.760  is  amended  to  read  as 
follows; 

§  221.760  Adjusted  premium  and  termi¬ 
nation  charges. 

All  of  the  provisions  of  §  207.253  of  this 
chapter,  relating  to  adjusted  premium 
and  termination  charges,  apply  to  mort¬ 
gages  insured  under  this  subpart  that 
provide  for  interest  at  the  market  rate 
prescribed  in  §  221.518(a),  but  such  pro¬ 
visions  shall  not  apply  to  mortgages  that 
provide  for  interest  during  the  construc¬ 
tion  period  at  the  market  rate  and  for 
interest  subsequent  to  final  endorsement 
at  the  below  market  rate  prescribed  in 
§  221.518(b). 

In  Part  221,  Subpart  D,  a  new  §  221.761 
is  added  to  read  as  follows: 

§221.761  Forbearance  relief. 

(a)  In  a  case  where  the  mortgage  is  in 
default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  regular  mortgage  payments  for  a 
specified  period  of  time,  if  the  following 
requirements  are  met: 

(1)  The  mortgage  was  endorsed  for 
insurance  on  or  after  July  7,  1961. 

(2)  The  Commissioner  determines 
that  the  default  was  due  to  circum¬ 
stances  beyond  the  mortgagor’s  control 
and  that  the  mortgage  probably  will  be 
restored  to  good  standing  within  a  rea¬ 
sonable  period  of  time  and  evidences 


such  determination  by  written  approval 
of  the  forbearance  agreement. 

(b)  The  time  specified  in  §  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  give  the  Commissioner  writ¬ 
ten  notice  of  its  intention  to  file  an 
insurance  claim,  shall  be  suspended  for 
the  period  of  time  specified  in  the  for¬ 
bearance  agreement  as  long  as  the  mort¬ 
gagor  complies  with  the  requirements  of 
such  agreement. 

(c)  If  the  mortgagor  fails  to  meet  the 
requirements  of  a  forbearance  agree¬ 
ment  or  to  cure  the  default  under  the 
mortgage  at  the  expiration  of  the  for¬ 
bearance  period,  and  such  failure  con¬ 
tinues  for  a  period  of  30  days,  the 
mortgage  shall  notify  the  Commissioner 
of  such  failure.  Within  45  days  there¬ 
after,  unless  a  modification  or  extension 
of  the  forbearance  agreement  has  been 
appi’oved  by  the  Commissioner,  the 
mortgagee  shall  notify  the  Commissioner 
of  its  election  to  file  an  insurance  claim 
and  of  its  decision  to  either  assign  the 
mortgage  to  the  Commissioner  or  ac¬ 
quire  and  convey  title  to  the  property 
to  the  Commissioner.  If  the  mortgage 
is  assigned  to  the  Commissioner,  the  spe¬ 
cial  insurance  benefits  prescribed  in 
§  221.763  shall  be  applicable. 

In  Part  221,  Subpart  D,  a  new  §  221.763 
is  added  to  read  as  follows: 

§221.763  Special  insurance  benefits — 
forbearance  relief  eases. 

(a)  In  the  case  of  a  mortgage  that 
provides  for  payment  of  interest  at  the 
market  rate  prescribed  in  §  22 1.5 18 (a  >, 
if  the  mortgagor  fails  to  meet  the  re¬ 
quirements  of  a  forbearance  agreement 
or  to  cure  the  default  under  the  mort¬ 
gage  at  the  expiration  of  the  forbearance 
agreement,  the  mortgagee  shall  be  en¬ 
titled  to  obtain  a  special  insurance  pay¬ 
ment  in  cash,  in  lieu  of  the  insurance 
benefits  otherwise  provided  imder  this 
subpart.  To  receive  the  special  insurance 
payment,  the  mortgagee  shall  assign  the 
mortgage  to  the  Commissioner  in  com¬ 
pliance  with  the  requirements  of 
§  207.258(b)  of  this  chapter. 

(b)  The  special  insurance  benefit  to 
the  mortgagee  shall  be  a  cash  payment 
computed  in  accordance  with  §  207.259 
(b)  of  this  chapter,  except  that  in  lieu  of 
the  allowance  for  debenture  interest  in 
§  207.259(b)  (1)  (iii)  of  this  chapter,  the 
payment  shall  include  the  amoimt  of  the 
unpaid  accrued  mortgage  interest  com¬ 
puted  to  the  date  the  assignment  of  the 
mortgage  to  the  Commissioner  is  filed 
for  record.  In  addition,  there  shall  be 
included  in  the  cash  payment  an  amount 
equivalent  to  the  debenture  interest 
which  would  have  been  earned  from  the 
date  the  mortgage  assignment  was  filed 
for  record  to  the  date  the  payment  is 
made;  except  that  when  the  mortgagee 
fails  to  meet  any  of  the  applicable  re¬ 
quirements  of  §  207.258(b)  of  this  chap¬ 
ter  and  §  221.761(c)  within  the  specified 
times  and  in  a  manner  satisfactory  to 
the  Commissioner  (or  within  such 
further  time  as  the  Commissioner  may 
approve  in  writing),  such  debenture  in¬ 
terest  allowance  shall  be  computed  only 
to  the  date  on  which  the  particular 
required  action  should  have  been  taken. 


(Sec.  211,  52  Stat.  23;  12  UAC.  1715b.  In¬ 
terpret  or  apply  sec.  221,  68  Stat.  599,  as 
amended:  12  U.S.C.  17151) 


SUBCHAPTER  J — MORTGAGE  INSURANCE  FOR 
NURSING  HOMES 

PART  232— NURSING  HOMES 
MORTGAGE  INSURANCE 

Subpart  A — Eligibility  Requirements 

Section  232.81  is  amended  by  adding 
a  new  paragraph  (d)  to  read  as  follows: 

§  232.81  Furni  of  coiitruct. 

*  «  *  *  * 

(d)  Hill-Burton  projects.  Where  the 
mortgagor  is  to  receive  a  Hill-Burton 
grant  in  connection  with  the  develop¬ 
ment  of  the  project,  a  lump  sum  con¬ 
tract  may  be  used  regardless  of  whether 
a  cost  plus  form  of  contract  would  other¬ 
wise  be  required  by  the  provisions  of 
paragraph  (c)  of  this  section. 

(Sec.  211,  52  Stat.  23;  12  U.S.C.  1715b.  In¬ 
terprets  or  applies  sec.  232,  73  Stat.  663;  12 
U.S.C.  1715W) 


SUBCHAPTER  L — CONDOMINIUM  HOUSING 
INSURANCE 

PART  234 — CONDOMINIUM  OWN¬ 
ERSHIP  MORTGAGE  INSURANCE 
Subpart  A — Eligibility  Require¬ 
ments — Individually  Owned  Units 

In  §  234.28  paragraph  (b)  is  amended 
to  read  as  follows: 

§  234.28  Mortgagor's  minimum  invest- 
niont. 

♦  «  «  «  * 

(b)  A  mortgagor  who  is  60  years  of 
age  or  older  as  of  the  date  the  mortgage 
is  accepted  for  insurance  may  borrow 
from  a  corporation  or  person  satisfac¬ 
tory  to  the  Commissioner,  the  payment 
required  by  this  section,  plus  settlement 
costs  which  may  include  initial  payments 
for  taxes,  hazard  insurance,  mortgage 
insurance  premium  and  other  prepaid 
expenses,  as  determined  by  the  Commis¬ 
sioner.  As  secui'ity  for  the  loan,  the  mort¬ 
gagor  may  give  a  note  or  other  evidence 
of  indebtedness  bearing  interest  at  a 
rate  not  in  excess  of  that,  permitted  in 
the  insured  mortgage.  The  aggregate 
amoimt  of  the  insured  mortgage  and 
the  loan  referred  to  in  this  section  shall 
not  exceed  an  amoimt  equal  to  the  Com¬ 
missioner’s  estimate  of  the  appraised 
value  of  the  property,  plus  an  amount 
equal  to  the  initial  payments  for  taxes, 
hazard  insurance,  mortgage  insurance 
premium,  and  other  prepaid  expenses, 
as  determined  by  the  Commissioner. 
(Sec.  211,  52  Stat.  23;  12  U.S.C.  1715b.  In¬ 
terprets  or  applies  sec.  234,  75  Stat.  160;  12 
U.S.C.  1715y) 


SUBCHAPTER  M — HOMES  FOR  LOWER  INCOME 
FAMILIES 

PART  235— MORTGAGE  INSURANCE 
AND  ASSISTANCE  PAYMENTS  FOR 
HOME  OWNERSHIP  AND  PROJECT 
REHABILITATION 

In  Part  235,  Subpart  A,  in  the  Table 
of  Contents  a  new  §  235.22  is  added  as 
follows: 


No.  9 - 2 
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Sec. 

235.22  Mortgage  provisions. 

Subpart  A — Eligibility  Require¬ 
ments — Homes  for  Lower  Income 
Families 

In  §  235.1  paragraph  (a)  is  amended 
by  adding  §  203.17  to  the  listed  excep¬ 
tions  as  follows: 

§  235.1  Incorporation  by  reference. 

(a)  *  *  * 

Sec. 

203.17  Mortgage  provisions. 

«  *  *  «  * 

In  Part  235,  Subpart  A,  a  new  §  235.22 
is  added  to  read  as  follows: 

§  235.22  Mortgage  provisions. 

(a)  Mortgage  form.  The  mortgage 
shall  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the  juris¬ 
diction  in  w'hich  the  property  covered 
by  the  mortgage  is  situated  and  shall  be 
a  first  lien  upon  property  that  conforms 
with  property  standards  prescribed  by 
the  Commissioner.  The  entire  principal 
amount  of  the  mortgage  must  have  been 
disbursed  to  the  mortgagor  or  to  his 
creditors  for  his  account  and  with  his 
consent. 

(b)  Mortgage  multiples.  The  mortgage 
shall  involve  a  principal  obligation  in  an 
amount  of  $100  or  multiples  thereof. 

(c)  Payments.  The  mortgage  shall: 

(1)  Come  due  on  the  first  of  the 
month. 

(2)  Have  an  amortization  period  of 
either  10.  15,  20,  25,  30,  35,  or  40  years 
by  providing  for  either  120,  180,  240,  300, 
360,  420,  or  480  monthly  amortization 
payments. 

(d)  Maturity.  (1)  The  mortgage  shall 
provide  for  complete  amortization  not  to 
exceed  30  years  from  the  date  of  the 
beginning  of  amortization  of  the  mort¬ 
gage,  except  that  such  maturity  may  be 
35  or  40  years  in  the  case  of  any  mort¬ 
gagor,  if  it  is  determined  by  the  Com¬ 
missioner  that  the  mortgagor  is  not  able 
to  make  the  required  payments  vmder  a 
mortgage  having  a  shorter  amortization 
period  and  if  each  of  the  following  re¬ 
quirements  is  met: 

(1)  The  dwelling  was  approved  for 
mortgage  insurance  by  the  Commissioner 
or  by  the  Farmers  Home  Administration 
prior  to  the  beginning  of  construction  or 
approved  for  guaranty,  insurance,  or 
direct  loan  by  the  Administrator  of  Vet¬ 
erans’  Affairs  prior  to  such  construction. 

(ii)  The  dwelling  was  inspected  by  the 
Commissioner  or  by  the  Farmers  Home 
Administration  and  found  to  have  been 
completed  in  compliance  with  the  terms 
of  the  FHA  commitment,  or  inspected  by 
the  VA  and  found  to  have  been  com¬ 
pleted  in  compliance  with  the  terms  of 
the  VA  Certificate  of  Reasonable  Value. 

( 2 )  No  mortgage  shall  have  a  maturity 
exceeding  three-quarters  of  the  Commis¬ 
sioner’s  estimate  of  the  remaining  eco¬ 
nomic  life  of  the  building  improvements. 
If  this  limitation  results  in  a  term  of  less 
than  15,  20,  25,  30,  35,  or  40  years,  the 
term  shall  be  adjusted  to  the  next  lower 
5-year  period. 


Subpart  C — Assistance  Payments — 
Homes  for  Lower  Income  Families 

Section  235.340  is  amended  to  read  as 
follows: 

§  235.340  Time  of  payment. 

’The  assistance  payment  shall  be  due 
on  the  first  day  of  each  month  and  shall 
be  paid  upon  the  receipt  of  a  billing,  on  a 
form  prescribed  by  the  Commissioner, 
^rom  the  mortgagee  or  its  authorized 
agent. 

Subpart  E — Contract  Rights  and  Ob¬ 
ligations —  Rehabilitation  Sales 
Projects 

Section  235.705  is  amended  to  read  as 
follows: 

§  235.705  Forbearance  relief. 

(a)  In  a  case  where  the  mortgage  is  in 
default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  the  mortgagor’s  regular  mortgage 
payments  for  a  specified  period  of  time,  if 
the  Commissioner  determines  that  the 
default  was  due  to  circumstances  beyond 
the  mortgagor’s  control  and  that  the 
mortgage  probably  will  be  restored  to 
good  standing  within  a  reasonable  period 
of  time.  Such  determination  shall  be  evi¬ 
denced  by  the  Commissioner’s  written 
approval  of  the  forbearance  agreement. 

(b)  The  time  specified  in  §  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  give  the  Commissioner  writ¬ 
ten  notice  of  its  intention  to  file  an  in¬ 
surance  claim,  shall  be  suspended  for  the 
period  of  time  specified  in  the  forbear¬ 
ance  agreement  as  long  as  the  mortgagor 
complies  with  the  requirements  of  such 
agreement, 

(c)  If  the  mortgagor  fails  to  meet  the 
requirements  of  a  forbearance  agreement 
or  to  cure  the  default  under  the  mort¬ 
gage  at  the  expiration  of  the  forbearance 
period,  and  such  failure  continues  for  a 
period  of  30  days,  the  mortgagee  shall 
notify  the  Commissioner  of  such  failure. 
Within  45  days  thereafter,  unless  a  modi¬ 
fication  or  extension  of  the  forbearance 
agreement  has  been  approved  by  the 
Commissioner,  the  moi*tgagee  shall  notify 
the  Commissioner  of  its  election  to  file 
an  insimance  claim  and  of  its  election 
to  either  assign  the  mortgage  to  the  Com¬ 
missioner  or  acquire  and  convey  title  to 
the  property  to  the  Commissioner.  If  the 
mortgage  is  assigned  to  the  Commis¬ 
sioner,  the  special  insurance  benefits 
prescribed  in  §  235.715(b)  shall  be  ap¬ 
plicable. 

In  §  235.715  paragraph  (b)  is  amended 
to  read  as  follows: 

§  235.715  Payment  of  insurance  bene¬ 
fits. 

***** 

(b)  When  the  mortgage  is  assigned  to 
the  Commissioner  pursuant  to  §  235.710 
or  is  assigned  in  a  case  where  the  mortga¬ 
gor  fails  to  comply  with  the  requirements 
of  a  forbearance  agreement  approved  by 
the  Commissioner  in  accordance  with  the 
requirements  of  §  235.705  or  is  assigned 
in  a  case  whera  the  mortgagor  fails  to 


cure  the  default  at  the  expiration  of  the 
forbearance  period,  the  insurance  bene¬ 
fits  shall  be  paid  in  cash  and  shall  be 
computed  in  accordance  with  §  207.259 

(b)  of  this  chapter,  except  that  in  lieu 
of  the  allowance  for  debenture  interest 
in  §  207.259(b)  (1)  (iii)  of  this  chapter, 
the  cash  payment  shall  include  the 
amount  of  the  unpaid  accrued  mortgage 
interest  computed  to  the  date  the  assign¬ 
ment  of  the  mortgage  to  the  Commis¬ 
sioner  is  filed  for  record.  In  addition,  an 
amount  shall  be  included  equivalent  to 
the  debenture  interest  which  would  have 
been  earned  from  the  date  the  mortgage 
assignment  was  filed  for  record  to  the 
date  the  cash  payment  is  made,  except 
that  when  the  mortgagee  fails  to  meet 
any  one  of  the  applicable  requirements 
of  §§  207.256,  207.258(b),  and  235.705(c) 
of  this  chapter  within  the  specified  time 
and  in  a  manner  satisfactory  to  the  Com¬ 
missioner  (or  within  such  further  time 
as  the  Commissioner  may  approve  in 
writing),  such  amount  shall  be  com¬ 
puted  only  to  the  date  on  which  the  par¬ 
ticular  action  should  have  been  taken 
or  to  which  it  was  extended. 

*  *  *  «  * 

(Sec.  211,  52  Stat.  23,  as  amended,  sec.  235, 
82  Stat.  477,  as  amended;  12  U.S.C.  1715b, 
1715Z) 


SUBCHAPTER  N — PROJEOS  FOR  LOV\(ER 
INCOME  FAMILIES 

PART  236— MORTGAGE  INSURANCE 
AND  INTEREST  REDUCTION  PAY¬ 
MENTS 

Subparl  A — Eligibility  Requirements 
for  Mortgage  Insurance 

In  §  236.10  paragraph  (c)  is  amended 
to  read  as  follows : 

§  236.10  Eligible  mortgagors. 

***** 

(c)  Limited  distribution  mortgagor. 
The  limited  distribution  mortgagor  shall 
be  a  corporation,  trust,  partnership,  as¬ 
sociation,  or  other  entity  formed  exclu¬ 
sively  for  the  purpose  of  providing  hous¬ 
ing,  or  the  mortgagor  shall  be  an 
individual.  Such  mortgagor  shall  be  re¬ 
stricted  by  law  (or  by  the  Commissioner) 
as  to  distribution  of  income  and  shall  be 
regulated  as  to  rents,  charges,  rate  of 
return,  and  methods  of  operation  in  such 
form  and  manner  as  is  satisfactory  to  the 
Commissioner  to  effectuate  the  purposes 
of  this  subpart. 

*  *  «  *  * 

In  §  236.30  paragraph  (a)(1)  is 
amended  to  read  as  follows: 

§  236.30  Prepayment  privileges. 

(a)  Prepayment  in  full — (1)  Without 
prior  Commissioner  approval.  A  mortgage 
indebtedness  may  be  prepaid  in  full  and 
the  Commissioner’s  controls  terminated 
without  the  prior  consent  of  the  Com¬ 
missioner  where  the  mortgagor  is  a  lim¬ 
ited  distribution  type,  w'hich  is  not  re¬ 
ceiving  payments  from  the  Commis¬ 
sioner  imder  a  rent  supplement  contract 
executed  pursuant  to  the  provisions  of 
§  5.1  et  seq.  of  this  title,  and  where  the 
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prepayment  occurs  imder  either  of  the 
following  conditions: 

(i)  The  prepayment  occurs  after  the 
expiration  of  20  years  from  the  date  of 
final  endorsement. 

(ii)  The  prepayment  occurs  as  a  result 
of  a  sale  of  the  project  to  a  cooperative 
or  a  nonprofit  corporation  or  association 
where  the  purchase  is  financed  with  a 
mortgage  insured  pursuant  to  §  236.40(c) . 

***** 
Subpart  B — Contract  Rights  and 
Obligations 

Section  236.255  is  amended  to  read  as 
follows: 

§  236.255  Forbearance  relief. 

(a)  In  a  case  where  the  mortgage  is 
in  default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  the  mortgagor’s  regular  mortgage 
payments  for  a  specified  period  of  time, 
if  the  Commissioner  determines  that  the 
default  was  due  to  circumstances  beyond 
the  mortgagor’s  control  and  that  the 
mortgage  probably  will  be  restored  to 
good  standing  within  a  reasonable  period 
of  time.  Such  determination  shall  be 
evidenced  by  the  Commissioner’s  written 
approval  of  the  forbearance  agreement. 

(b)  The  time  specified  in  §  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  give  the  Commissioner  writ¬ 
ten  notice  of  its  intention  to  file  an  in¬ 
surance  claim,  shall  be  suspended  for 
the  period  of  time  specified  in  the  for¬ 
bearance  agreement  as  long  as  the  mort¬ 
gagor  complies  with  the  requirements 
of  such  agreement. 

(c)  If  the  mortgagor  fails  to  meet  the 
requirements  of  a  forbearance  agreement 
or  to  cure  the  default  imder  the  mort¬ 
gage  at  the  expiration  of  the  forbearance 
period,  and  such  failure  continues  for  a 
period  of  30  days,  the  mortgagee  shall 
notify  the  Commissioner  of  such  failure. 
Within  45  days  thereafter,  unless  a  modi¬ 
fication  or  extension  of  the  forbearance 
agreement  has  been  approved  by  the 
Commissioner,  the  mortgagee  shall  notify 
the  Commissioner  of  its  election  to  file  an 
insurance  claim  and  of  its  election  to 
either  assign  the  mortgage  to  the  Com¬ 
missioner  or  acquire  and  convey  title  to 
the  property  to  the  Commissioner.  If 
the  mortgage  is  assigned  to  the  Com¬ 
missioner,  the  special  insurance  benefits 
prescribed  in  §  236.265(b)  shall  be 
applicable. 

In  §  236.265  paragraph  (b)  is  amended 
to  read  as  follows: 

§  236.265  Payment  of  insurance  bene¬ 
fits. 

♦  ♦  «  *  * 

(b)  When  the  mortgage  is  assigned  to 
the  Commissioner  pursuant  to  §  236.260 
or  is  assigned  in  a  case  where  the  mort¬ 
gagor  fails  to  comply  with  the  require¬ 
ments  of  a  forbearance  agreement  ap¬ 
proved  by  the  Commissioner  in  accord¬ 
ance  with  the  requirements  of  §  236.255 


or  is  assigned  in  a  case  where  the  mort¬ 
gagor  fails  to  cure  the  default  at  the 
expiration  of  the  forbearance  period,  the 
insurance  benefits  shall  be  paid  in  cash 
and  shall  be  computed  in  accordance 
with  §  207.259(b)  of  this  chapter,  except 
that  in  lieu  of  the  allowance  for  deben¬ 
ture  interest  in  §  207.259(b)  (1)  (iii)  of 
this  chapter,  the  payment  shall  include 
the  amount  of  the  unpaid  accrued  mort¬ 
gage  interest  computed  to  the  date  the 
assignment  of  the  mortgage  to  the  Com¬ 
missioner  is  filed  for  record.  In  addition, 
an  amount  shall  be  included  equivalent 
to  the  debenture  interest  which  would 
have  been  earned  from  the  date  the 
mortgage  assignment  was  filed  for  record 
to  the  date  the  cash  payment  is  made, 
except  that  when  the  mortgagee  fails 
to  meet  any  one  of  the  applicable  re¬ 
quirements  of  §§  207.256,  207.258(b),  and 
236.255(c)  of  this  chapter  within  the 
specified  time  and  in  a  manner  satisfac¬ 
tory  to  the  Commissioner  (or  within  such 
further  time  as  the  Commissioner  may 
approve  in  writing),  such  amount  shall 
be  computed  only  to  the  date  on  which 
the  particular  required  action  should 
have  been  taken  or  to  which  it  was 
extended. 

*  «  ♦  *  « 

Subpart  C — Interest  Reduction 
Payments 

In  §  236.520  paragraph  (b)  is  redesig¬ 
nated  as  paragraph  (c)  and  a  new  para¬ 
graph  (b)  is  added  to  read  as  follows: 

§  236.520  Amount  of  payments. 

♦  *  *  «  * 

(b)  Where  individual  family  units  in 
the  project  are  sold,  subject  to  a  plan 
approved  by  the  Commissioner,  and  as 
the  principal  amount  of  the  mortgage  is 
reduced  by  payment  of  the  portion  of 
the  mortgage  attributable  to  the  sold 
units  and  as  the  amount  of  the  mortgage 
payments  which  the  mortgagor  is  obli¬ 
gated  to  pay  is  reduced,  proportionate 
reductions  i^ll  be  made  in  the  interest 
reduction  payments. 

***** 

(Sec.  211,  52  Stat.  23,  as  amended,  sec.  236, 
82  Stat.  498,  as  amended;  12  U.S.C.  1715b, 
1715Z-1) 


SUBCHAPTER  Q— SUPPLEMENTAL  PROJECT  LOAN 
INSURANCE  * 

part  241— supplementary  FI¬ 
NANCING  FOR  FHA  PROJECT 
MORTGAGES 

Subpart  A — Eligibility  Requirements 

In  §  241.110  a  new  paragraph  (b)  (3) 
Is  added  to  read  as  follows: 

§  241.110  Certificate  of  use  for  transient 
or  hotel  purposes. 

***** 

(b)  •  *  * 

(3)  In  connection  with  a  group  prac¬ 
tice  facility  covered  by  a  mortgage  in¬ 
sured  under  the  provisions  of  §  1100.1  et 
seq.  of  this  chapter. 


Section  241.145  is  amended  to  read  as 
follows: 

§  241.145  Labor  requirements. 

All  of  the  labor  standards  and  prevail¬ 
ing  wage  requirements  which  were  ap¬ 
plicable  to  the  insurance  of  the  existing 
project  mortgage  shall  also  be  complied 
with  in  connection  with  the  loan  insured 
under  this  section. 

In  Part  241,  Subpart  B,  in  the  Table  of 
Contents,  a  new  §  241.275  is  added  as 
follows: 

Sec. 

241.275  No  vested  right  In  fund. 

Subpart  B — Contract  Rights  and 
Obligations 

In  §  241.251  paragraph  (a)  is  amended 
by  adding  §  207.262  to  the  listed  excep¬ 
tions  as  follows: 

§  241.251  Incorpurutlon  by  reference, 
(a)  *  *  * 

Sec. 

207.262  No  vested  right  in  fund. 

*  *  *  *  ^ 

In  Part  241,  Subpart  B,  a  new  §  241.275 
is  added  to  read  as  follows: 

§  241.275  No  vested  right  in  fund. 

Neither  the  lender  nor  the  borrower 
shall  have  any  vested  or  other  right  in 
the  insurance  fund  under  which  the  loan 
is  insured. 

(Sec.  211,  52  Stat.  23,  as  amended,  sec.  241, 
82  Stat.  476,  as  amended:  12  U.S.C.  1715b, 
1715z^-6) 


SUBCHAPTER  T — MILITARY  AND  ARMED  SERV¬ 
ICES  HOUSING  MORTGAGE  INSURANCE 

PART  810— ARMED  SERVICES  HOUS¬ 
ING-IMPACTED  AREAS 

Subpart  A — Eligibility  Require¬ 
ments — Projects 

In  §  810.5  paragraph  (f)  is  amended 
to  read  as  follows: 

§  810.5  Definitions  of  terms  as  used  in 
this  subpart. 

***** 

(f)  “Mortgagor”  means  any  individual 
or  private  entity  approved  by  the  Com¬ 
missioner,  which  imtil  the  termination 
of  all  obligations  of  the  Commissioner 
under  the  insurance  contract  and  during 
such  further  period  of  time  as  the  Com¬ 
missioner  shall  be  the  owner,  holder,  or 
reinsurer  of  the  mortgage,  is  regulated 
or  restricted  by  the  Commissioner  as  to 
rents  or  sales,  charges,  capital  structure, 
rate  of  return,  and  methods  of  operation. 
***** 

(Sec.  807,  69  Stat.  651;  12  U.S.C.  1748f.  Inter¬ 
prets  or  applies  sec.  810,  73  Stat.  683;  12 
U.S.C.  1748h-2) 

Issued  at  Washington,  D.C.,  January  8, 
1969. 

Philip  N.  Brownstein, 
Federal  Housing  Commissioner. 

[PJl.  Doc.  69-404;  Piled,  Jan.  13,  1969; 
8:45  a.m.] 
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Title  26-INTERNAl  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

SUBCHAPTER  A — INCOME  TAX 
IT.D.  6990] 

PART  1— INCOME  TAX;  TAXABLE 

YEARS  BEGINNING  AFTER  DE¬ 
CEMBER  31,  1953 

Distributions  in  Lieu  cf  Money 

On  September  7,  196S,  notice  of  pro¬ 
posed  rule  making  with  respect  to  the 
amendment  of  the  Income  Tax  Regu¬ 
lations  (26  CFR  Part  1)  under  section 
305(b)  of  the  Internal  Revenue  Code  of 
1954,  was  published  in  the  Federal  Reg¬ 
ister  (33  F.R.  12744).  After  considera¬ 
tion  of  all  such  relevant  matter  as  was 
presented  by  interested  persons  regard¬ 
ing  the  rules  proposed,  the  amendment  as 
proposed  is  hereby  adopted,  subject  to 
the  following  changes : 

Paragraph  1.  Section  1.305-2  is 
changed  by  revising  paragraph  (a)(1) 
and  examples  (3)  and  (4)  of  paragraph 
(b)  (2),  and  by  adding  a  new  paragraph 
(b)(3). 

Par.  2.  Section  1.305-3  is  changed  by 
revising  paragraph  (b) . 

(Sec.  7805,  Internal  Revenue  Code  of  1954 
(68A  Stat.  917;  26  U.S.C.  7805) ) 


[SEALl  Sheldon  S.  Cohen, 

Commissioner  of  Internal  Revenue. 

Approved:  January  10,  1969. 

Stanley  S.  Surrey, 

Assistant  Secretary 
of  the  Treasury. 

In  order  to  clarify  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tion  305(b)  of  the  Internal  Revenue  Code 
of  1954,  such  regulations  are  amended  as 
follows: 

Paragraph  1.  Section  1.305-2  is 
amended  by  revising  paragraph  (a)  and 
by  inserting  a  new  paragraph  (b),  to 
read  as  follows: 

§  1.305—2  Election  of  shareholders  as  to 
medium  of  payment. 

(a)  General.  (1)  Section  305(b)(2) 
describes  certain  distributions  by  a  cor¬ 
poration  to  its  shareholders  of  its  stock 
or  rights  to  acquire  its  stock  which  are 
not  within  the  terms  of  section  305(a). 
Tlie  distributions  described  in  section 
305(b)  (2)  are  distributions  with  respect 
to  which  there  is  or  has  been  an  election 
as  to  the  medium  of  payment  by  any 
shareholder  before  or  after  the  declara¬ 
tion  date.  Where  such  an  election  exists, 
the  distribution  of  the  corporation’s 
stock  or  rights  to  acquire  its  stock  is  not 
a  distribution  under  section  305(a). 

(2)  A  distribution  by  a  corporation  to 
its  shareholders  of  its  stock  or  rights  to 
acquire  its  stock  is  not  under  section 
305(a)  if  any  shareholder  may  exercise 
or  has  exercised  an  election  or  option 
with  respect  to  whether  a  distribution 
shall  be  made  either  in  money  or  any 
other  property,  or  in  stock  or  rights  to 
acquire  the  stock  of  the  corporation,  re¬ 
gardless  of — 


(i)  Whether  the  distribution  is  actu¬ 
ally  made  in  whole  or  in  part  in  stock 
or  in  stock  rights; 

(ii)  Whether  the  election  or  option 
governing  the  nature  of  the  distribution 
is  exercised  or  exercisable  before  or  after 
the  declaration  of  the  distribution; 

(iii)  Whether  the  declaration  of  the 
distribution  provides  that  the  distribu¬ 
tion  will  be  made  in  one  medium  unless 
the  shareholder  specifically  requests  pay¬ 
ment  in  the  other; 

(iv)  Whether  the  election  governing 
the  nature  of  the  distribution  is  pro¬ 
vided  in  the  declaration  of  the  distribu¬ 
tion  or  in  the  corporate  charter  or  arises 
from  the  circumstances  of  the  distribu¬ 
tion;  or 

(V)  Whether  all  or  part  of  the  share¬ 
holders  may  exercise  or  have  exercised 
an  election  that  will  determine  the 
nature  of  the  distribution. 

(b)  Nature  of  election.  (1)  Section 
305(b)  (2)  refers  to  every  election, 
whether  express  or  implied,  regardless 
of  how  or  when  exercised  or  exercisable. 
An  election  is  a  choice  to  receive  pay¬ 
ment  in  one  medium  or  another.  The 
point  in  time  at  which  such  choice  is 
made,  whether  before  or  after  the  dec¬ 
laration,  is  Immaterial  as  long  as  at  some 
point  in  time  any  shareholder,  either  by 
action  or  inaction,  has  made  a  choice 
which  permitted  the  corporation  to  dis¬ 
tribute  stock  or  stock  rights  with  respect 
to  some  shares  and  money  or  other 


(2)  The  application  of  the  above  rules 
may  be  illustrated  by  the  following 
examples : 

Example  (1) .  Pursuant  to  a  recapitalization 
(to  which  section  368(a)  (1)  (E)  applies)  all 
of  the  outstanding  shares  of  common  stock 
of  corporation  X  are  surrendered  in  exchange 
for  Type  A  common  stock  and  Type  B  com¬ 
mon  stock.  Some  shareholders  choose  to  re¬ 
ceive  only  Type  A  stock,  some  shareholders 
choose  to  receive  only  T3q>e  B  stock,  and  some 
shareholders  choose  to  receive  some  of  each. 
Dividends  may  be  paid  in  stock  or  in  cash 
on  either  type  of  stock  without  regard  to  the 
medium  of  payment  of  dividends  on  the 
other  type.  A  dividend  Is  declared  upon  the 
Type  A  stock  payable  in  additional  shares  of 
Type  A  stock  and  a  dividend  is  declared  on 
the  Tyi)e  B  stock  payable  in  cash.  Section 
305(a)  does  not  apply  to  the  stock  distrib¬ 
uted  to  the  Type  A  shareholders. 

Example  (2).  Pursuant  to  a  recapitaliza¬ 
tion  (to  which  section  368(a)  (1)  (E)  applies) 
all  of  the  outstanding  shares  of  common 
stock  of  corporation  Y  are  surrendered  in  ex¬ 
change  for  T^pe  A  common  stock  and  Type  B 
common  stock,  every  shareholder  receiving 
one  share  of  Type  A  stock  and  one  share  of 
Type  B  stock  in  exchange  for  each  share  of 
the  common  stock  surrendered  by  him.  Divi¬ 
dends  may  be  paid  in  stock  or  in  cash  on 
either  type  of  stock  without  regard  to  the 
medium  of  payment  of  dividends  on  the 
otlier  type.  After  the  recapitalization,  and 
before  any  of  the  Type  A  or  Type  B  stock 
has  been  transferred,  a  dividend  is  declared 
on  the  Type  A  stock  payable  in  additional 
shares  of  Typ>e  A  stock  and  a  dividend  is 
declared  on  the  Typm  B  stock  pmyable  in  cash. 
Section  305(a)  does  not  apply  to  any  of  the 
stock  distributed  to  the  Type  A  shareholders. 


property  with  respect  to  other  shares.  A  The  same  result  would  follow  if,  before  the 


choice  to  receive  payment  in  one  medium 
or  another  may  arise  out  of  the  terms 
of  the  declaration,  the  provisions  of  the 
corporate  charter^  the  provisions  of  the 
stock  certificates,  or  the  circumstances 
of  the  transaction.  A  choice  may  be  exer¬ 
cisable  directly  or  indirectly  through  ac¬ 
tion  by  the  shareholder  or  through  his 
failure  to  act.  For  example,  if  some 
shareholders  agree,  expressly  or  im¬ 
pliedly,  to  accept  distributions  in  stock  or 
stock  rights  with  respect  to  their  com¬ 
mon  stock  notwithstanding  the  distri¬ 
bution  of  money  or  other  property  with 
respect  to  other  common  stcck,  any  dis¬ 
tributions  of  stock  or  stock  rights  with 
respect  to  some  but  not  all  of  the  cor¬ 
poration’s  common  stock  would  be  out¬ 
side  the  provisions  of  section  305(a). 
Similarly,  it  is  immaterial  whether  the 
right  to  demand  cash  was  waived  before 
or  after  the  declaration  date,  by  private 
agreement,  by  the  terms  of  the  charter, 
or  otherwise.  Where  a  corporation  hav¬ 
ing  two  types  of  common  stock  outstand¬ 
ing,  with  respect  to  which  dividends  may 
be  paid  in  stock  on  one  type  and  in 
money  (or  other  property)  on  the  other 
type,  makes  a  distribution  (or  series  of 
related  distributions)  in  money  (or  other 
property)  as  to  one  type  and  in  stock  (or 
rights  to  acquire  stock)  as  to  the  other, 
the  distribution  of  the  stock  is  not  imder 
section  305(a)  since,  in  substance,  there 
is  a  choice  as  to  the  medium  of  payment 
of  any  distribution  by  virtue  of  the  exist¬ 
ence  of  the  two  typKJS  of  common  stock, 
shares  of  either  of  which  may  be  ex¬ 
changed  for  shares  of  the  other  imder 
section  1036  without  recognition  of  gain 
or  loss. 


dividend  declaration,  some  of  the  Type  A 
or  Tiqje  B  stock  had  been  transferred. 

Example  (3).  (i)  On  January  1,  1969,  pur¬ 
suant  to  a  reorganization  to  which  section 
368(a)(1)(B)  applies,  corporation  N,  which 
has  only  Type  A  common  stock  outstanding, 
acquires  all  of  the  outstanding  stock  of  cor¬ 
poration  M  solely  in  exchange  for  its  newly 
issued  Tyi>e  B  voting  common  stock.  Each 
Type  B  share  may  be  converted,  at  the  option 
of  the  holder,  into  ’Type  A  shares.  During 
the  first  year  following  the  reorganization, 
the  conversion  ratio  is  one  share  of  Type  A 
stock  for  each  share  of  Type  B  stock.  At  the 
beginning  of  each  subsequent  year,  the  con¬ 
version  ratto  is  increased  by  0.04  shares  of 
Tyi>e  A  stock  for  each  share  of  Tyi)e  B  stock. 
Thus,  during  the  second  year  the  conversion 
ratio  would  be  1.04  shares  of  Type  A  stock 
for  each  share  of  Type  B  stock,  during  the 
third  year  the  ratio  would  be  1.08  shares, 
etc.  However,  if  the  cash  dividend  paid  on 
the  Type  A  stock  in  any  one  year  is  less  than 
$1  per  share,  then  the  increase  in  the  con¬ 
version  ratio  that  would  otherwise  occur  at 
the  beginning  of  the  following  year  will  be 
reduced  by  an  amount  which  is  proportionate 
to  the  amount  by  which  such  dividend  falls 
short  of  the  $1  per  share. 

(li)  During  1969,  a  $0.50  cash  dividend  per 
share  is  declared  and  paid  on  the  Type  A 
stock  of  corpctfation  N.  On  January  1,  1970, 
when  the  conversion  ratio  is  increased  to  1.02 
shares  of  Type  A  stock  for  each  share  of  Type 
B  stock,  a  distribution  is  considered  as  made 
with  respect  to  each  share  of  Type  B  stock 
of  a  right  to  acquire  0.02  share  of  Type  A 
stock.  Section  305(a)  does  not  apply  to  the 
distribution  of  this  right. 

Example  (4).  (1)  On  January  1,  1969,  pur¬ 
suant  to  a  reorganization  to  which  section 
368(a)(1)(B)  applies,  corporation  P,  which 
has  only  Type  A  common  stock  outstanding, 
acquires  all  of  the  outstanding  stock  of  cor¬ 
poration  O  solely  in  exchange  for  its  newly 
Issued  Type  B  voting  stock.  Each  -Type  B 
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share  is  convertible,  at  the  option  of  the 
holder.  Into  one  share  of  Type  A  stock.  How¬ 
ever,  In  accordance  with  a  specified  formula, 
this  ratio  Is  decreased  each  time  a  cash  divi¬ 
dend  Is  paid  on  the  Type  B  stock  to  reflect 
the  amount  of  the  cash  dividend.  The  conver¬ 
sion  ratio  Is  also  adjusted  In  the  event  that 
cash  dividends  are  paid  on  the  Typie  A  stock. 

(11)  On  December  31,  1969,  a  (1.00  cash 
dividend  per  share  is  declared  and  paid  on 
the  T3rpe  B  stock  of  corporation  P.  On  such 
date,  when  the  conversion  ratio  Is  decreased 
date,  when  the  conversion  ratio  Is  decreased, 
a  distribution  of  stock  Is  considered  as  made 
with  respect  to  each  share  of  Type  A  stock  re¬ 
flecting  each  such  share’s  increased  equity  In 
P.  Section  305(a)  does  not  apply  to  this 
distribution. 

(3)  If  any  corporation  having  two  or 
more  types  of  common  stock  outstanding 
makes  a  distribution  (or  series  of  re¬ 
lated  distributions)  in  money  (or  other 
property)  as  to  one  type  and  in  stock 
(or  rights  to  acquire  stock)  as  to  the 
other,  the  provisions  of  this  section  shall 
not  apply  to  a  distribution  made  on  or 
before — 

(i)  December  31, 1968,  or 

(ii)  December  31,  1990,  If  made  with 
respect  to  stock  outstanding  on  Septem¬ 
ber  7,  1968.  (including  stock  distributed, 
directly  or  indirectly,  with  respect  to 
stock  outstanding  on  September  7,  1968, 
if  this  section  would  have  applied  to  the 
distribution  but  for  the  application  of 
this  subdivision). 

*  •  •  •  • 

Par.  2.  Section  1.305-3  is  revised  to 
read  as  follows: 

§  1.305—3  Distributions  in  discharge  of 

preference  dividends. 

(a)  A  distribution  made  by  a  corpora¬ 
tion  to  its  shareholders  in  its  stock  or  In 
rights  to  acquire  its  stock  shall  be  treated 
as  a  distribution  of  property  to  which 
section  301  applies  to  the  extent  that  the 
distribution  is  made  in  discharge  of 
preference  dividends  for  the  taxable  year 
of  the  corporation  in  which  the  distribu¬ 
tion  is  made  or  for  the  preceding  taxable 
year, 

(b)  (1)  If,  in  the  case  of  a  corporation 
having  two  or  more  classes  of  outstand¬ 
ing  stock,  the  terms  of  one  class  require, 
in  all  events,  periodic  distributions  with 
respect  to  it  of  stock  or  rights  to  acquire 
stock,  then  the  stock  of  such  class  is  pre¬ 
ferred  stock.  Such  a  distribution  of  stock 
or  rights  with  respect  to  the  preferred 
stock  is  a  distribution  made  in  discharge 
of  preference  dividends. 

(2)  The  principles  of  subparagraph 
(1)  of  this  paragraph  may  be  illustrated 
by  the  following  examples: 

Example  (1).  On  January  1,  1969,  corpora¬ 
tion  X,  a  calendar  year  taxpayer,  is  organized. 
On  suCh  date,  X  has  outstanding  Class  A  and 
Class  B  stock.  The  terms  of  the  Class  B  stock 
require  that  a  distribution  of  one  share  of 
Class  A  stock  be  made  annually  with  respect 
to  each  20  shares  of  Class  B  stock.  The  Class 
A  stock  Is  not  preferred  as  to  dividends.  Dur¬ 
ing  1969,  the  required  dividend  in  Class  A 
shares  is  declared  and  paid  on  the  Class  B 


stock.  The  Class  B  stock  is  preferred  stock, 
and  the  distribution  of  Class  A  shares  is  a 
distribution  made  in  discharge  of  preference 
dividends  for  1969. 

Example  (2).  (i)  On  January  1,  1969,  cor¬ 
poration  Y,  a  calendar  year  taxpayer,  is  or¬ 
ganized.  On  such  date,  Y  has  outstanding 
Class  A  and  Class  B  stock.  The  Class  A  stock 
is  not  preferred  as  to  dividends.  The  Class  B 
stock  may  be  converted,  at  the  option  of  the 
holder,  into  Class  A  stock.  During  1969,  the 
conversion  ratio  is  one  share  of  Class  A 
stock  for  each  share  of  Class  B  stock.  At  the 
beginning  of  each  subsequent  year,  the  con¬ 
version  ratio  is  Increased  by  0.05  shares  of 
Class  A  stock  for  each  share  of  Class  B  stock. 
Thus,  during  1970  the  conversion  ratio  would 
be  1.05  shares  of  Class  A  stock  for  each  share 
of  Class  B  stock,  during  1971  the  ratio  would 
be  1.10  shares,  etc. 

(11)  On  January  1,  1970,  when  the  conver¬ 
sion  ratio  is  increased  to  1.05  shares  of  Class 
A  stock  for  each  share  of  Class  B  stock,  a 
distribution  is  considered  as  made  with  re¬ 
spect  to  each  share  of  Class  B  stock  of  a  right 
to  acquire  0.05  shares  of  Class  A  stock.  The 
Class  B  stock  is  preferred  stock,  and  the  dis¬ 
tribution  of  rights  on  January  1,  1970,  is  a 
distribution  made  in  discharge  of  preference 
dividends  for  1970. 

(3)  An  increase  In  the  conversion 
ratio  with  respect  to  convertible  stock 
shall  not  be  considered  as  a  distribution 
for  purposes  of  subparagraph  (1)  of  this 
paragraph  if — 

(i)  Such  increase  is  made  solely  to  take 
accoiUit  of  a  stock  dividend  or  stock  split 
with  respect  to  the  class  of  stock  into 
which  the  convertible  stock  may  be  con¬ 
verted,  or 

(ii)  (a)  The  increase  occurs  within  3 
years  after  the  issuance  of  such  con¬ 
vertible  stock, 

(b)  All  such  increases  with  respect  to 
such  stock  must,  under  the  terms  of  its 
issuance,  occur  within  3  years  after  its 
issuance,  and 

(c)  Such  stock  was  not  acquired, 
directly  or  indirectly,  in  exchange  for 
stock  which  qualified  for  the  benefits  of 
this  subdivision. 

(4)  Subparagraph  (1)  of  this  para¬ 
graph  shall  not  apply  to  a  distribution 
with  respect  to  stock  transferred  by  the 
distributing  corporation  in  exchange  for 
the  assets  or  stock  of  another  corpora¬ 
tion,  provided  that  (i)  such  distribution 
represents  an  adjustment  of  the  con¬ 
sideration  transferred  in  the  exchange, 
and  (ii)  all  distributions  refiecting  such 
an  adjustment  must,  under  the  terms  of 
the  exchange,  be  made  within  5  years 
after  the  date  of  such  exchange. 

(5)  Subparagraph  (T)  of  this  para¬ 
graph  shall  not  apply  to  a  distribution 
made  on  or  before — 

(i)  December  31, 1968,  or 

(ii)  December  31,  1990,  if  made  with 
respect  to  stock  outstanding  on  Septem¬ 
ber  7,  1968  (including  stock  distributed, 
directly  or  indirectly,  with  respect  to 
stock  outstanding  on  September  7,  1968, 
if  this  section  would  have  applied  to  the 
distribution  but  for  the  application  of 
this  subdivision) . 

[PJR.  Doc.  69-487;  Piled,  Jan.  10,  1969; 

2:49  p.m.] 


Title  31— MONEY  AND 
FINANCE:  TREASURY 

Chapter  I — Monetary  Offices,  Depart¬ 
ment  of  the  Treasury 

PART  91— REGULATIONS  GOVERN¬ 
ING  CONDUCT  IN  OR  ON  THE 
BUREAU  OF  THE  MINT  BUILDINGS 
AND  GROUNDS 

The  Treasury  Department  finds  that  it 
is  necessary  to  promulgate  regulations 
governing  conduct  in  or  on  the  Bureau 
of  the  Mint  buildings  and  groimds  at: 
Denver,  Colo.;  Port  Knox,  Ky.;  New 
York,  N.Y.:  Philadelphia,  Pa.;  San  Fran¬ 
cisco,  Calif.;  and  West  Point.  N.Y.  The 
Department  also  finds,  in  accordance 
with  5  U.S.C.  553(a),  that  notice  and 
public  procedure  thereon  are  impractical 
and  imnecessary  and  not  required,  since 
the  new  regulations  pertain  to  the  man¬ 
agement  of  public  property. 

Accordingly,  Chapter  I — Monetary 
Offices,  Department  of  the  Treasury — of 
Subtitle  B — Regulations  Relating  to 
Money  and  Finance — is  amended  by  add¬ 
ing  thereto  the  following  Part  91: 

See. 

91.1  Authority. 

91.2  Applicability. 

91.3  Recording  presence. 

91.4  Preservation  of  property. 

91.5  Compliance  with  signs  and  directions. 

91.6  Nuisances. 

91.7  Gambling. 

91.8  Intoxicating  beverages,  narcotics,  hal¬ 

lucinogenic  and  dangerous  drugs. 

91.9  Soliciting,  vending,  debt  collection, 

and  distribution  of  handbills. 

91.10  Photographs. 

91.11  Dogs  and  other  animals. 

91.12  Vehicular  and  pedestrian  traffic. 

91.13  Weap>ons  and  explosives. 

91.14  Penalties  and  other  law. 

Authority:  The  provisions  of  this  Part  91 
Issued  under  5  U.S.C.  301,  and  by  delegation 
from  the  Administrator  of  General  Services, 
32  P.R.  11968,  and  Treasury  Department  Or¬ 
der  No.  177-25,  32  P.R.  17490. 

§  91.1  Authority. 

The  regulations  in  this  part  governing 
conduct  in  and  on  the  Bureau  of  the 
Mint  buildings  and  grounds  located  in; 
Denver,  Colo.,  at  Colfax  and  Delaware 
Streets;  Fort  Knox,  Ky.,  on  the  grounds 
of  the  U.S.  Military  reservation;  New 
York,  N.Y.,  at  32  Old  Slip;  Philadelphia, 
Pa.,  at  16th  and  Spring  Garden  Eitreets, 
and  at  Independence  Mall;  San  Fran¬ 
cisco,  Calif.,  at  155  Hermann  Street;  and 
West  Point,  N.Y.,  on  the  grounds  of  the 
U.S.  Military  reservation;  are  promul¬ 
gated  pursuant  to  the  authority  vested  in 
the  Secretary  of  the  Treasury,  including 
5  U.S.C.  301,  and  that  vested  in  him  by 
delegation  from  the  Administrator  of 
General  Services,  32  F.R.  11968  (1967), 
and  in  accordance  with  the  authority 
vested  in  the  Director  of  the  Mint  by 
Treasury  Department  Order  No.  177-25, 
dated  November  28,  1967,  32  PJl.  17490 
(1967). 
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§  91.2  Applicability. 

The  regvdations  in  this  part  apply  to 
the  buildings  and  grounds  of  the  Bu¬ 
reau  of  the  Mint  located  in;  Denver, 
Colo.,  at  Colfax  and  Delaware  Streets; 
Fort  Knox,  Ky.,  on  the  grounds  of  the 
U.S.  Military  reservation;  New  York, 
N.Y.,  at  32  Old  Slip;  Philadelphia,  Pa.,  at 
16th  and  Spring  Garden  Streets,  and  at 
Independence  Mall;  San  Francisco, 
Calif.,  at  155  Hermann  Street;  and  West 
Point,  N.Y.,  on  the  grounds  of  the  U.S. 
Military  reservation;  and  to  all  persons 
entering  in  or  on  such  property.  Unless 
otherwise  stated  herein,  the  Bureau  of 
the  Mint  buildings  and  grounds  shall  be 
referred  to  in  the  regulations  in  this  part 
as  the  “property”. 

§  91.3  Recording  presence. 

Except  as  otherwise  ordered,  the  prop¬ 
erty  shall  be  closed  to  the  public  during 
other  than  normal  working  hours.  The 
property  shall  also  be  closed  to  the  pub¬ 
lic  when,  in  the  opinion  of  the  senior 
supervising  oflBcial  of  any  Bureau  of  the 
Mint  establishment  covered  by  these  reg¬ 
ulations,  or  his  delegate,  an  emergency 
situation  exists,  and  at  such  other  times 
as  may  be  necessary  for  the  orderly 
conduct  of  the  Government’s  business. 
Admission  to  the  property  during  periods 
when  such  property  is  closed  to  the  pub¬ 
lic  will  be  limited  to  authorized  individu¬ 
als  who  will  be  required  to  sign  the  reg¬ 
ister  and/or  display  identification  docu¬ 
ments  when  requested  by  the  guard. 

§  91.4  Preservation  of  property. 

It  shall  be  unlawful  for  any  person 
without  proper  authority  to  wilfully  de¬ 
stroy,  damage,  deface,  or  remove  prop¬ 
erty  or  any  part  thereof  or  any  furnish¬ 
ings  therein. 

§  91.5  Compliance  with  signs  and  direc¬ 
tions. 

Persons  in  and  on  the  property  shall 
comply  with  the  instnictions  of  uni¬ 
formed  Bureau  of  the  Mint  guards  (U.S. 
Special  Policemen) ,  other  authorized  of¬ 
ficials,  and  official  signs  of  a  prohibitory 
or  directory  nature. 

§  91.6  Nuisances. 

The  use  of  loud,  abusive,  or  profane 
language,  unwarranted  loitering,  imau- 
thorized  assembly,  the  creation  of  any 
hazard  to  persons  or  things,  improper 
disposal  of  rubbish,  spitting,  prurient 
prying,  the  commission  of  any  obscene 
or  indecent  act,  or  any  other  disorderly 
conduct  on  the  property  is  prohibited. 
The  throwing  of  any  articles  of  any  kind 
in,  upon,  or  from  the  property  and  climb¬ 
ing  upon  any  part  thereof,  is  prohibited. 
The  entry,  without  specific  permission, 
upon  any  part  of  the  property  to  which 
the  public  does  not  customarily  have  ac¬ 
cess,  is  prohibited. 

§  91.7  Gambling. 

Participating  in  games  for  money  or 
other  property,  the  operation  of  gam¬ 
bling  devices,  the  conduct  of  a  lottery 
or  pool,  the  selling  or  purchasing  of  num¬ 
bers  tickets,,  or  any  other  gambling  in 
or  on  the  property,  is  prohibited. 


§  91.8  Intoxicating  beverages,  narcotics, 
hallucinogenic  and  dangerous  drugs. 

Entering  or  being  on  the  property,  or 
operating  a  motor  vehicle  thereon,  by  a 
person  under  the  influence  of  intoxicat¬ 
ing  beverages,  narcotics,  hallucinogenic 
or  dangerous  drugs,  or  the  consumption 
of  such  beverages  or  the  use  of  such 
drugs  in  or  on  the  property,  is  prohibited. 

§  91.9  Soliciting,  vending,  debt  collec¬ 
tion,  and  distribution  of  handbills. 

The  unauthorized  soliciting  of  alms 
and  contributions,  the  commercial  solic¬ 
iting  and  vending  of  all  kinds,  the  dis¬ 
play  or  distribution  of  commercial  ad¬ 
vertising,  or  the  collecting  of  private 
debts,  in  or  on  the  property,  is  prohib¬ 
ited.  This  rule  does  not  apply  to  Bureau 
of  the  Mint  concessions  or  notices  posted 
by  authorized  employees  on  the  bulletin 
boards.  Distribution  of  material  such  as 
pamphlets,  handbills,  and  flyers  is  pro¬ 
hibited  without  prior  approval  from  the 
Director  of  the  Mint,  or  the  delegate  of 
the  Director. 

§  91.10  Photographs. 

The  taking  of  photographs  on  the 
property  is  prohibited,  without  the  writ¬ 
ten  permission  of  the  Director  of  the 
Mint. 

§  91.11  Dogs  and  other  animals. 

Dogs  and  other  animals,  except  seeing - 
eye  dogs,  shall  not  be  brought  upon  the 
property  for  other  than  official  purposes. 

§  91.12  Vehicular  and  pedestrian  traffic. 

(a)  Drivers  of  all  vehicles  in  or  on  the 
property  shall  drive  in  a  careful  and  safe 
manner  at  all  times  and  shall  comply 
with  the  signals  and  directions  of  guards 
and  all  posted  traffic  signs. 

(b)  The  blocking  of  entrances,  drive¬ 
ways,  walks,  loading  platforms,  or  fire 
hydrants  in  or  on  the  property  is 
prohibited. 

(c)  Parking  in  or  on  the  property  is 
not  allowed  without  a  permit  or  specific 
authority.  Parking  without  authority, 
parking  in  unauthorized  locations  or  in 
locations  reserved  for  other  persons  or 
continuously  in  excess  of  8  hours  with¬ 
out  permission,  or  contrary  to  the  direc¬ 
tion  of  a  uniformed  Bureau  of  the  Mint 
guard,  or  of  posted  signs,  is  prohibited, 

(d)  This  paragraph  may  be  supple¬ 
mented  from  time  to  time  with  the  ap¬ 
proval  of  the  Director  of  the  Mint,  or  the 
delegate  of  the  Director,  by  the  issuance 
and  posting  of  such  specific  trafiBc  direc¬ 
tives  as  may  be  required  and  when  so 
issued  and  posted  such  directives  shall 
have  the  same  force  and  effect  as  if  made 
a  part  hereof. 

§  91.13  Weapons  and  explosives. 

No  person  while  on  the  property  shall 
carry  firearms,  other  dangerous  or  deadly 
weapons,  or  explosives,  either  openly  or 
concealed,  except  for  official  purposes. 

§  91.14  Penalties  and  other  law. 

Whoever  shall  be  found  guilty  of  vio¬ 
lating  any  of  the  regulations  in  this  part 
while  on  the  property  is  subject  to  a  fine 
of  not  more  than  $50,  or  imprisonment  of 
not  more  than  30  days,  or  both  (see  40 


U.S.C.  318c).  Nothing  contained  in  the 
regulations  in  this  part  shall  be  con¬ 
strued  to  abrogate  any  other  Federal 
laws  or  regulations  or  those  of  any  State 
or  municipality  applicable  to  the  prop¬ 
erty  referred  to  in  §  91.2  and  governed 
by  the  regulations  in  this  part. 

Dated:  January  9,  1969. 

[seal]  Eva  Adams, 

Director  of  the  Mint. 

[F.R.  Dcx:.  69-434;  Piled,  Jan.  13,  1969; 

8:47  a.m.] 

Title  36— PARKS,  FORESTS, 
AND  MEMORIALS 

Chapter  II — Forest  Service,  Depart¬ 
ment  of  Agriculture 

PART  231— GRAZING 
Grazing  Fees 

Part  231  of  Title  36,  Code  of  Federal 
Regulations,  as  revised  in  the  Federal 
Register,  volume  33,  No.  56,  page  4802, 
dated  March  21,  1968,  is  further  revised 
as  follows: 

Section  231.5,  Grazing  fees,  is  revised 
to  read  as  follows : 

§  231.5  Fees,  pav-ments,  and  refunds  or 
credits. 

(a)  Fees.  (1)  Fees  will  be  charged  for 
all  livestock  grazing  upon  or  crossing  Na¬ 
tional  Forest  System  lands  or  other  lands 
under  Forest  Seiwice  control  except  such 
livestock  as  may  be  grazed  free  of  charge 
under  paragraph  (b)  (6)  and  (7)  of 
§  231.3.  Such  fees  will  be  based  on  general' 
governmental  policy  as  established  by 
Bureau  of  the  Budget  Circular  A-25  of 
September  23,  1959,  which  directs  that 
a  fair  market  value  be  obtained  for  all 
services  and  resources  provided  the  pub¬ 
lic  through  establishment  of  a  system 
of  reasonable  fee  charges,  and  that  the 
users  be  afforded  equitable  treatment. 
This  policy  precludes  a  monetary  consid¬ 
eration  in  the  fee  structure  for  any  per¬ 
mit  value  that  may  be  capitalized  into 
the  permit  holders’  private  ranching 
operations. 

(2)  Fair  market  value  is  defined  as 
the  difference  between  total  costs  of  op¬ 
erating  on  private  leased  grazing  lands 
and  total  nonfee  costs  of  operating  on 
National  Forest  System  lands.  These 
costs  include  lost  animals,  veterinary 
services,  moving  livestock  to  and  from 
permitted  areas,  herding,  salt  and  feed¬ 
ing,  travel  to  and  from  permitted  areas, 
water,  horses,  fence  and  water  mainte¬ 
nance,  development  depreciation,  and 
other  miscellaneous  costs.  In  addition  the 
private  costs  include  the  private  lease 
rates. 

(3)  A  base  fee  of  $1.23  per  cow  month 
for  the  National  Forests  in  the  six  West¬ 
ern  Forest  Service  Regions  is  derived 
from  the  comprehensive  survey  con¬ 
ducted  by  the  Department  of  Agricul¬ 
ture’s  Statistical  Reporting  Service  in 
1966.  This  1966  base  of  $1.23  is  a  sliding 
base  adjusted  annually  against  an  index 
of  private  land  grazing  lease  rates  as 
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determined  by  the  Economic  Research 
Service  for  the  year  preceding  the  fee 
year  (Annual  Forage  Value  Index).  If 
significant  differences  in  fair  market 
values  are  determined  to  exist  for  various 
geographical  areas  or  because  of  differ¬ 
ences  in  the  quality  of  the  range 
environment,  these  differences  will  be 
Incorporated  into  the  basic  fee  structure 
for  National  Forest  System  lands.  Fair 
market  value  base  rates  will  be  developed 
through  similar  studies  for  other  Na¬ 
tional  Forests,  the  National  Grasslands, 
and  Land  Utilization  Projects.  (Current 
base  rates  and  procedures  will  apply  for 
these  lands  until  new  base  rates  are 
established. 

(4)  Conversion  to  the  1966  base  rates 
for  the  Western  National  Forests  will  be 
carried  out  during  a  10-year  period  be¬ 
ginning  in  1969.  The  difference  between 
the  fees  paid  in  1966  and  the  1966  base 
rate  of  $1.23  will  be  made  in  installments 
of  10  percent  per  year  for  a  10-year 
period.  Increases  or  decreases  in  the  base 
rate  because  of  changes  in  the  index  of 
private  land  grazing  leases  will  be  made 
annually.  Changes  derived  from  this  in¬ 
dex  between  1966  and  1968  increase  the 
base  by  $0.02  to  $1.25  per  cow  month  in 
1969.  Fees  which  have  previously  been 
established  through  appraisals  and  are 
currently  above  the  1966  base  rate  will 
be  reduced  to  $1.25  per  cow  month  in 
1969.  Fees  which  have  been  established 
by  competitive  bid  will  remain  un¬ 
changed  during  the  period  specified  in 
the  bid. 

(5)  The  fair  market  value  is  based  on 
one  (1)  animal  month  of  grazing  by  a 
mature  cow.  Five  (5)  sheep  are  consid¬ 
ered  as  equivalent  to  one  cow. 

(6)  No  charge  will  be  made  for  ani¬ 
mals  under  6  months  of  age  at  the  time 
of  entering  National  Forest  System  lands 
and  other  lands  imder  Forest  Service 
control  which  are  the  natural  increase 
of  the  livestock  upon  which  fees  are  paid 
or  for  those  bom  during  the  season  for 
which  the  permit  is  allowed;  Provided, 
That  the  full  fee  may  be  charged  for  all 
weaned  calves  and  colts  regardless  of  age 
and  for  such  animals  as  will  become  12 
months  of  age  during  the  permitted 
period  of  use. 

(7)  No  additional  charge  will  be  made 
for  the  privilege  of  lambing  upon  Na¬ 
tional  Forest  System  lands  or  other  lands 
imder  Forest  Service  control. 

(8)  Pack  and  saddle  animals  may  be 
charged  for  at  a  special  rate,  and  a 
minimum  permit  charge  established  for 
such  use, 

(9)  The  fees  for  crossing  privileges  will 
conform  with  the  rates  established  for 
other  livestock  under  paid  permit.  Where 
practicable,  crossing  fees  for  permitted 
livestock  will  be  covered  in  the  regular 
grazing  fee  and  the  crossing  period  cov¬ 
ered  in  the  regular  grazing  period. 

(b)  Payments.  (1)  Grazing  fees  are 
payable  in  advance  of  the  opening  date 
of  the  grazing  period  unless  otherwise 
authorized  by  the  Chief,  Forest  Service. 

(2)  Crossing  fees  are  payable  in  ad¬ 
vance  of  the  livestock  entering  National 
Forest  System  lands  or  other  lands  under 
Forest  Service  control. 


(c)  Refunds  or  credits.  (1)  Refunds 
or  credits  may  be  allowed  under  justifi¬ 
able  conditions  and  circumstances  as  the 
Chief,  Forest  Service,  may  specify. 

(Sec.  1, 30  Stat.  35,  as  amended,  sec.  1,  33  Stat. 
628;  16  U.S.C.  551,  472;  sec.  32,  60  Stat.  525, 
as  amended;  7  U.S.C.  1011) 

Effective  date.  This  revision  shall  be¬ 
come  effective  on  the  date  of  its  publica¬ 
tion  in  the  Federal  Register. 

Orville  L.  Freeman, 
Secretary  of  Agriculture. 

January  10, 1969. 

[P.R.  Doc.  69-524;  Filed,  Jan.  13,  1969; 
8:49  a.m.j 


Title  47— TELECOMMUNICATION 

Chapter  I — Federal  Communications 
Commission 

PART  73— RADIO  BROADCAST 
SERVICES 

Change  of  Channel  Offset, 
Calumet,  Mich. 

1.  In  the  assignment  of  television 
broadcast  channels,  a  technique  called 
“carrier  offset”  is  used  to  reduce  inter¬ 
ference  between  stations  operating  on 
the  same  channel.  In  a  roughly  triangu¬ 
lar  assignment  pattern  of  three  stations 
located  at  the  apices  of  the  triangle,  one 
station  operates  on  the  nominal  channel 
frequency  (non-offset) ,  one  operates  on 
a  frequency  displaced  10  kHz  above  the 
nominal  channel  frequency  (plus  offset) 
and  the  third  station  operates  on  a  fre¬ 
quency  displaced  10  kHz  below  the  nom¬ 
inal  channel  frequency  (minus  offset). 
The  displacement  is  slight,  amounting 
to  approximately  one  part  in  5  million 
for  Channel  2,  one  part  in  20  million  for 
Channel  13,  one  i>art  in  50  million  for 
(Channel  14  and  one  part  in  90  million 
for  Channel  83. 

2.  On  August  15,  1968,  the  Canadian 
Government  requested  comments  on  a 
proposal  to  make  certain  changes  in  TV 
channel  assignments  in  Canada.  CXm- 
templated  changes  in  TV  assignments 
within  250  miles  of  the  U.SJi.-Canadian 
border  are  subject  to  coordination  pur¬ 
suant  to  the  United  States-Canadian 
Television  Agreement  (TIAS-2594) .  One 
of  the  proposed  changes  would  have  as¬ 
signed  Channel  5  to  Sault  Ste.  Marie, 
Ontario,  with  a  minus  offset.  The  Com¬ 
mission  advised  the  Canadian  Govern¬ 
ment  that  the  minus  offset  would  not  be 
acceptable  because  of  potential  interfer¬ 
ence  to  WNEM-TV,  Channel  5,  Bay  City, 
Mich.,  since  Channel  5  at  Bay  City  is  off¬ 
set  minus.  A  non-offset  assignment  of 
Channel  5  at  Sault  Ste.  Marie  would  be 
acceptable.  However,  this  requires  a 
change  of  Channel  5  at  Calumet,  Mich., 
from  non-offset  to  minus  offset  in  order 
to  maintain  the  proper  triangular  pat¬ 
tern.  By  letter  of  October  27,  1968,  the 
Canadian  Government  agreed  to  the 
change  in  offset  at  Calumet,  Mich.,  and 
Tables  A  and  B  of  the  United  States/ 
Canada  Television  Agreement  were  ap¬ 


propriately  amended.  Channel  5  at  Calu¬ 
met  is  not  assigned  to  any  TV  station. 

3.  Changing  the  offset  of  Channel  5 
at  Calumet  constitutes  neither  a  channel 
change  nor  a  substantive  change  of  the 
frequency  designated  for  Channel  5.‘ 
The  very  slight  order  of  differences 
among  plus,  zero,  and  minus  offsets  for  a 
given  channel  is  de  minimis,  and  a 
change  of  offset  designated  in  the  Table 
of  Television  Assignments  does  not, 
therefore,  require  prior  notice  and  op¬ 
portunity  for  interested  persons  to  com¬ 
ment  for  which  5  U.S.C.  553  (formerly, 
the  Administrative  Procedure  Act) 
makes  provision  in  the  case  of  substan¬ 
tive  rule  changes. 

4.  Authority  for  the  action  taken 
herein  is  contained  in  section  5(d)  of 
the  Communications  Act  of  1934,  as 
amended,  and  §  0.261(a)  of  the  Commis¬ 
sion’s  rules  and  regulations. 

5.  Accordingly,  it  is  ordered.  That,  ef¬ 
fective  January  15,  1969,  the  Table  of 
Assignments  in  §  73.606(b)  of  the  Com¬ 
mission’s  rules  is  amended,  insofar  as 
Calumet,  Mich.,  is  concerned,  to  read  as 
follows: 

Channel 


City  No. 

Calumet,  Mich _ 5  —  ,  *22 


Adopted;  Januai-y  8, 1969. 

Released:  January  9, 1969. 

(Sec.  5,  48  Stat.  as  amended,  1068;  47  U.S.C. 
155) 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Secretary. 

[F.R.  Doc.  69-436;  Filed,  Jan.  13,  1969; 
8:47  a.m.] 

Title  50— WILDLIFE  AND 
FISHERIES 

Chapter  I — Bureau  of  Sport  Fisheries 
and  Wildlife,  Fish  and  Wildlife 
Service,  Department  of  the  Interior 

PART  33— SPORT  FISHING 

Certain  National  Wildlife  Refuges  in 
Oregon,  California,  and  Washington 

The  following  special  regulations  are 
issued  and  are  effective  on  date  of  pub¬ 
lication  in  the  Federal  Register. 

§  33.5  Special  regulations;  sport  fish* 
ing;  for  individual  wildlife  refuge 
areas. 

General  conditions.  Fishing  shall  be  in 
accordance  with  applicable  State  regu¬ 
lations.  Portions  of  refuges  which  are 
open  to  fishing  are  designated  by  signs 
and/or  delineated  on  maps  available  at 
the  respective  refuge  headquarters  and 
from  the  office  of  the  Regional  Ehrector, 
Bureau  of  Sport  Fisheries  and  Wildlife, 
730  Northeast  Pacific  Street,  Portland, 
Oreg.  97208. 


*  Channel  5  at  Calumet  Is  not  assigned  to 
a  TV  station  and  there  are  no  pending  appli¬ 
cations  therefor. 
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Oregon 

Ankeny  National  Wildlife  Refuge 
(Headquarters;  William  L.  Finley  Na¬ 
tional  Wildlife  Refuge,  Route  2,  Box  208, 
Corvallis,  Oreg.  97330) . 

Special  conditions. \  1 )  The  use  of  boats 
is  not  permitted. 

(2)  During  the  open  season,  fishing 
shall  be  permitted  each  day  from  1  hour 
before  simrise  to  1  hour  after  simset.  Use 
of  artificial  lights  will  not  be  permitted. 

Hart  Moimtain  National  Antelope 
Refuge  (Headquarters;  Sheldon- Hart 
Mountain  National  Antelope  Refuges, 
U.S.  Post  OflOce  Building,  Post  Office  Box 
111,  Lakeview,  Oreg.  97630). 

Klamath  Forest  National  Wildlife  Ref¬ 
uge  (Headquarters;  Tule  Lake  National 
Wildlife  Refuge,  Route  1,  Box  74,  Tule- 
lake,  Calif.  96134) . 

Special  condition.  Use  of  boats  is  not 
permitted. 

Malheur  National  Wildlife  Refuge, 
Post  Office  Box  113,  Burns,  Oreg.  97720. 

Special  condition.  Refuge  waters  with 
the  exception  of  Krumbo  Reservoir  are 
closed  to  the  use  of  boats  for  fishing  pur¬ 
poses.  The  use  of  motors  on  boats  is  not 
permitted. 

Upper  Klamath  National  Wildlife  Ref¬ 
uge  (Headquarters;  Tule  Lake  Refuge, 
Route  1,  Box  74,  Tulelake,  Calif.  96134). 

Special  condition.  Speed  boats  shall 
not  exceed  10  miles  per  hour  in  any 
stream,  creek,  or  canal,  and  that  portion 
of  Pelican  Bay  west  of  a  line  b^inning 
at  a  point  on  the  north  shore  of  Pelican 
Bay  one-fourth  mile  east  of  Crystal 
Creek  and  extending  due  south  to  oppo¬ 
site  shore  of  the  lake. 

William  L.  Finley  National  Wildlife 
Refuge,  Route  2,  Box  208,  Corvallis,  Oreg. 
97330. 

Special  conditions.  (1)  Use  of  boats  is 
not  permitted. 

(2)  During  the  open  season,  fishing 
shall  be  permitted  each  day  from  1  hour 
before  sunrise  to  1  hour  after  sunset.  Use 
of  artificial  lights  will  not  be  permitted. 

Cold  Springs  National  Wildlife  Re¬ 
fuge  (Headquarters;  McNary  National 
Wildlife  Refuge,  Post  Office  Box  19,  Bur¬ 
bank,  Wash.  99323) . 

Special  conditions.  (1)  The  refuge  is 
closed  to  sport  fishing  during  the  migra¬ 
tory  waterfowl  hunting  season. 

(2)  Boats  without  motors  may  be  used 
for  purpose  of  fishing. 

McKay  Creek  National  Wildlife  Re¬ 
fuge  (Headquarters;  McNary  National 
Wildlife  Refuge,  Post  Office  Box  19,  Bur¬ 
bank,  Wash.  99323). 

Special  conditions.  The  refuge  is  closed 
to  sport  fishing  during  the  migratory 
waterfowl  hunting  season. 

The  provisions  of  these  special  regula¬ 
tions  supplement  the  regulations  which 
govern  fishing  on  wildlife  refuge  areas 
generally  and  which  are  set  forth  in  Title 
50,  Code  of  Federal  Regulations,  Part  33, 
and  are  effective  to  January  1,  1970. 

Travis  S.  Roberts, 
Acting  Regional  Director,  Bu¬ 
reau  of  Sport  Fisheries  and 
Wildlife,  Portland,  Oreg. 

December  24, 1968. 

[F.R.  Doc.  69-443;  Piled,  Jan.  13,  1969; 
8:48  a.m.] 


Title  43— PUBLIC  LANDS: 
INTERIOR 

Chapter  II — Bureau  of  Land  Man¬ 
agement,  Department  of  the  Interior 
SUBCHAPTER  D — RANGE  MANAGEMENT  (4000) 
[Circular  2255] 

PART  4110— GRAZING  ADMINISTRA¬ 
TION  (INSIDE  GRAZING  DISTRICTS) 
(THE  FEDERAL  RANGE  CODE  FOR 
GRAZING  DISTRICTS) 

Grazing  Regulations  for  Public  Lands 

On  November  16,  1968,  there  was  pub¬ 
lished  in  the  Federal  Register,  as  pro¬ 
posed  rule  making,  the  text  of  amend¬ 
ments  and  revisions  to  the  regulations 
governing  grazing  on  public  lands  within 
officially  designated  grazing  districts. 
The  notice  provided  opportunity  for 
public  comment  until  December  31, 1968. 

The  comments  received  were  numerous 
and  varied.  After  extensive  consideration, 
which  included  public  meetings  and  re¬ 
view  by  the  various  advisory  boards,  the 
regulations,  modified  as  set  forth  below, 
are  hereby  adopted  to  become  effective 
upon  publication  of  this  notice  in  the 
Federal  Register. 

One  of  the  purposes  of  this  change  is 
to  authorize  the  determination  of  graz¬ 
ing  fees  which  refiect  fair  market  value 
as  a  range  forage  pricing  objective  based 
upon  an  appraisal  of  operating  costs 
which  considers  comparability  between 
Federal  and  private  grazing  lands.  Such 
an  appraisal  has  been  accomplished  in 
the  form  of  the  Western  Livestock  Graz¬ 
ing  Survey  of  1966.  In  order  to  minimize 
the  impact  on  the  livestock  industry,  a 
primary  schedule  is  established  to  reach 
fair  market  value  in  10  annual  incre¬ 
mental  steps  at  $0.09  per  AUM  per  year. 
Federal  receipts  from  grazing  will  be 
less  than  fair  market  value  during  this 
period. 

The  change  provides  that  the  Secre¬ 
tary  may  adjust  the  fees  annually  in  or¬ 
der  to  maintain  the  comparability  be¬ 
tween  public  and  private  lease  rates 
through  the  annual  application  of  a  for¬ 
age  value  index  which  establishes  the 
rate  of  increase  or  decrease  occurring  in 
private  lease  rates  for  similar  type  range 
lands. 

The  resulting  fee  formula  charges  the 
public  land  users  only  for  the  value  of 
the  public  forage  grazed. 

The  change  additionally  provides  that 
the  base  fee  may  be  studied  periodically 
to  determine  if  adjustments  should  be 
made.  Reviews  will  be  imdertaken  con¬ 
currently  of  the  impact  of  these  changes 
on  livestock  industry  stability,  loaning 
arrangements,  collateral  values  and  the 
private  forage  market. 

The  Department  is  mindful  of  the 
Public  Land  Law  Review  Commission’s 
efforts  and  looks  forward  to  its  recom¬ 
mendations.  Grazing  fees  may  be  fixed 
from  time  to  time.  At  the  appropriate 
time,  after  assessment  of  the  aforemen¬ 
tioned  reviews  and  the  Public  Land  Law 
Review  Commission’s  reports,  further 
consideration  will  be  given  to  the  graz¬ 


ing  fee  structure  to  assure  its  reason¬ 
ableness. 

This  change  also  provides  for  the  sim¬ 
plification  of  administrative  procedures 
to  allow  flexibility  in  livestock  operations 
when  operating  under  an  approved  allot¬ 
ment  management  plan.  Flexibility  is 
necessary  where  intensive  management 
is  being  practiced  to  allow  livestock  oper¬ 
ators  to  adjust  to  changing  climatic  and 
forage  conditions.  Grazing  fees  based  on 
the  actual  forage  consumed  will  refiect  a 
more  equitable  payment. 

1.  New  paragraphs  (s)  and  (t)  are 
added  to  §  4110.0-5  as  follows; 

§  4110.0—5  Definitions. 

*  «  *  «  « 

(s)  “Allotment  management  plan’’ 
means  a  program  of  action  designed  to 
reach  specific  management  goals. 

(t)  “Grazing  system’’  means  a  specific 
sequence  of  livestock  grazing  by  desig¬ 
nated  area  to  accomplish  management 
objectives. 

2.  In  §  4115.2-1,  the  introductory  por¬ 
tion  of  paragraph  (g)  and  the  entire 
paragraph  (k)  are  amended  to  read  as 
follows; 

§  4115.2—1  License  .^nd  permit  proce¬ 
dures;  requirements  and  conditions. 

*  •  *  •  * 

(g)  Change  in  grazing  season.  Any  li¬ 
censee  or  permittee  who  desires  to  use 
the  Federal  range  for  a  period  or  periods 
other  than  as  authorized  by  his  license, 
permit,  or  approved  allotment  manage¬ 
ment  plan,  may,  upon  a  written  approval 
of  the  District  Manager,  be  allowed  to 
use  the  amount  of  his  authorized  grazing 
privileges  during  any  period  of  time  for 
which  the  Federal  range  is  classified  as 
proper  for  use,  provided; 

***** 

(k)  Fees,  payments  and  refunds — (1) 
Fees,  (i)  Fees  will  be  charged  for  the 
grazing  of  all  livestock  on  public  lands 
at  a  rate  per  animal  unit  month,  except 
that  no  fee  will  be  charged  for  a  free-use 
license.  Fees  for  any  fee  year,  consisting 
of  a  grazing  fee  for  use  of  the  range  and 
a  range  improvement  fee,  will  be  pub¬ 
lished  as  a  notice  in  the  Federal 
Register. 

(ii)  Fees  will  be  established  by  the 
Secretary  in  10  equal  annual  increments 
to  attain  the  fair  market  value  of  range 
forage  at  the  1978  fee  year.  Fair  market 
value  is  that  value  established  by  the 
Western  Livestock  Grazing  Survey  of 
1966  or  as  determined  by  a  similar  study 
which  may  be  conducted  periodically  to 
update  the  fee  base,  if  deemed  necessary. 
In  addition,  annual  adjustments  may  be 
made  for  any  of  the  1969-78  fee  years, 
and  thereafter,  to  refiect  current  market 
values. 

(iii)  A  minimum  annual  charge  of  $10 
will  be  made  on  all  regular  licenses,  per¬ 
mits,  nonrenewable  licenses,  and  cross¬ 
ing  permits,  except  as  specified  in  sub¬ 
division  (vi)  of  this  subparagraph. 

(iv)  Range  improvement  fees  may 
vary  in  accordance  with  the  character  or 
requirements  of  the  various  districts  or 
portions  thereof.  Grazing  fees  may  differ 
in  any  district  or  unit  thereof  in  which 
the  grazing  capacity  of  the  Federal  range 
is  increased  by  reason  of  the  addition  of 
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land  not  owned  by  the  United  States,  or 
by  reason  of  a  cooperative  agreement  or 
memorandum  of  understanding  between 
the  Bureau  of  Land  Management  and 
any  State  or  Federal  agency,  or  any 
person,  association,  corporation,  or 
otherwise. 

(V)  All  livestock  6  months  of  age  or 
over  allowed  on  the  Federal  range  will 
be  considered  at  any  point  of  time  during 
the  grazing  period  as  a  part  of  the  total 
number  for  which  a  license  or  permit  has 
been  issued,  or  for  which  an  allotment 
management  plan  has  been  approved. 
No  fees  will  be  charged  for  livestock 
under  6  months  of  age. 

(Vi)  Upon  application  filed  with  the 
District  Manager,  by  any  person  show¬ 
ing  the  necessity  for  crossing  the  Fed¬ 
eral  range  with  livestock  for  proper  and 
lawful  purposes,  a  crossing  permit  may 
be  issued.  Charges  are  payable  in  ad¬ 
vance  at  the  same  rate  charged  for  regu¬ 
lar  grazing  use,  except  that  no  fee  will 
be  charged  where  the  trail  to  be  used  is 
so  limited  and  defined  that  no  substan¬ 
tial  amount  of  forage  will  be  consiuned 
in  transit. 

(2)  Payment  of  fees,  (i)  No  regular 
license  or  permit  shall  be  issued  or  re¬ 
newed  until  pajmient  of  all  fees  due  the 
United  States  under  these  regulations 


have  been  made.  Grazing  privileges  may 
be  canceled  or  reduced,  in  accordance 
with  paragraph  (d)  of  this  section,  for 
failure  to  pay  the  required  fees.  Fees  for 
regular  licenses  and  permits  are  due  the 
United  States  upon  issuance  of  a  fee 
notice  and  are  payable  in  full  in  ad¬ 
vance  before  grazing  use  is  authorized; 
except  that  where  grazing  is  authorized 
on  the  basis  of  an  approved  allotment 
management  plan,  which  includes  graz¬ 
ing  system  requirements  necessary  to 
assure  proper  management  of  the  public 
land  and  its  resources,  the  District  Man¬ 
ager  may  either: 

(a)  Issue  a  fee  notice  upon  termina¬ 
tion  of  the  grazing  period  authorized. 
The  fee  notice  will  reflect  the  actual 
grazing  use  made  and  will  be  payable 
within  30  days  of  the  date  of  issuance,  or 

(b)  Issue  a  fee  notice  on  the  basis  of 
the  normal  operation  detailed  in  the  al¬ 
lotment  management  plan.  Such  fees 
are  due  the  United  States  upon  issuance 
and  are  payable  in  full  in  advance  before 
grazing  use  is  authorized.  At  the  con¬ 
clusion  of  the  authorized  grazing  period 
the  actual  grazing  use  will  be  determined. 
A  supplemental  billing  reflecting  addi¬ 
tional  use  must  be  paid  within  30  days 
of  issuance.  A  refund  or  credit  may  be 
made  toward  the  following  year’s  fees 


for  use  less  than  the  normal  operation. 
Ordinarily,  no  adjustment  will  be  made 
when  the  amount  is  under  $5. 

(ii)  Any  licensee  or  permittee  who  de¬ 
sires  a  change  in  grazing  iLse  authorized 
pursuant  to  any  of  the  provisions  of  this 
section  must  file,  in  advance,  a  written 
request  for  such  change,  except  when  in 
conformance  with  an  approved  allot¬ 
ment  management  plan.  Upon  approval 
of  change,  an  adjusted  billing  notice  will 
be  issued. 

(3)  Refunds.  No  refund  will  be  made 
for  failure  to  use  all  grazing  privileges 
represented  by  a  license  or  permit,  ex¬ 
cept  that: 

(i)  During  periods  of  range  depletion 
due  to  severe  drought  or  other  natural 
causes,  or  in  case  of  a  general  epidemic 
of  disease  during  the  life  of  a  regular 
Lcense  or  permit,  fees  due  may  be  re¬ 
duced  in  whole  or  in  part,  credited  or 
refunded:  or  fee  payment  may  be  post¬ 
poned  for  such  periods  so  long  as  the 
emergency  exists. 

David  S.  Black, 

Under  Secretary  of  the  Interior. 

January  10,  1969. 

[F.R.  Doc.  69-526;  Filed,  Jan.  13,  1969; 

9:10  a.m.] 
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Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 
INCOME  TAX 

Industrial  Development  Bonds;  No¬ 
tice  of  Hearing  on  Proposed 
Regulations 

The  proposed  amendment  to  the  regu¬ 
lations  imder  section  103(c)  of  the  In¬ 
ternal  Revenue  Code  relating  to  interest 
on  industrial  development  bonds  appears 
in  this  issue  of  the  Federal  Register 
(January  14, 1969). 

A  public  hearing  on  the  provisions  of 
this  proposed  amendment  to  the  regula¬ 
tions  will  be  held  on  Tuesday,  February 
18,  1969,  at  10  a.m.,  e.s.t.,  in  Room  3313, 
Internal  Revenue  Building,  1111  Consti¬ 
tution  Avenue  NW.,  Washington,  D.C. 

Pei-sons  who  plan  to  attend  the  hear¬ 
ing  are  requested  to  notify  the  Commis¬ 
sioner  of  Internal  Revenue,  Attention: 
CC:LR:T,  Washington,  D.C.  20224,  by 
February  13,  1969.  Notification  of  inten¬ 
tion  to  attend  or  comment  at  the  hearing 
may  be  given  by  telephone,  202-964-3935. 

Lester  R.  Uretz, 
Chief  Counsel. 

[seal]  By:  James  F.  Dring, 

Director,  Legislation  and 
Regulations  Division. 

[P.R,  Doc.  69-549;  FUed,  Jan.  13,  1969; 

10:19  a.m.] 


[  26  CFR  Part  1  1 
INCOME  TAX 

Industrial  Development  Bonds 

Notice  is  hereby  given  that  the  reg¬ 
ulations  proposed  to  be  prescribed  under 
section  103  of  the  Internal  Revenue  Code 
of  1954  which  were  published  in  tenta¬ 
tive  form  with  a  notice  of  proposed  rule 
making  in  the  Federal  Register  for 
March  23,  1968  (33  F.R.  4950).  are 
withdrawn. 

Further,  notice  is  hereby  given  that  the 
regulations  set  forth  in  tentative  form 
below  are  proposed  to  be  prescribed  by 
the  Commissioner  of  Internal  Revenue, 
with  the  approval  of  the  Secretary  of  the 
Treasury  or  his  delegate.  Prior  to  the  final 
adoption  of  such  regulations,  considera¬ 
tion  will  be  given  to  any  comments  or 
suggestions  pertaining  thereto  which  are 
submitted  in  writing,  preferably  in  quin- 
tuplicate,  to  the  Commissioner  of  Inter¬ 
nal  Revenue,  Attention:  CC:LR:T, 
Washington,  D.C.  20224,  within  the  pe¬ 
riod  of  30  days  from  the  date  of  publi¬ 
cation  of  this  notice  in  the  Federal 
Register.  Any  written  comments  or  sug¬ 
gestions  not  specifically  designated  as 
confidential  in  accordance  with  26  CFR 


601.601(b)  may  be  inspected  by  any  per¬ 
son  upon  request.  Any  person  submitting 
written  comments  or  suggestions  who  de¬ 
sires  an  opportimity  to  comment  orally 
at  the  public  hearing  which  will  be  held 
on  these  proposed  regulations  should  sub¬ 
mit  his  request,  in  writing,  to  the  Com¬ 
missioner  within  the  30-day  period.  No¬ 
tice  of  the  time,  place,  and  date  of  the 
public  hearing  is  published  simultaneous¬ 
ly  herewith.  The  proposed  regulations 
are  to  be  issued  under  the  authority  con¬ 
tained  in  sections  103(c)  and  7805  of 
the  Internal  Revenue  Code  of  1954  (68 A 
Stat.  917,  82  Stat.  1349;  26  U.S.C.  103, 
7805). 

[seal]  Sheldon  S.  Cohen, 

Commissioner  of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tion  103  of  the  Internal  Revenue  Code  of 
1954  to  the  provisions  of  section  107  of 
the  Revenue  and  Expenditure  Control 
Act  of  1968  (Public  Law  90-364,  82  Stat. 
251)  and  section  401  of  the  Renegotia¬ 
tion  Amendments  Act  of  1968  (Public 
Law  90-634,  82  Stat.  1349),  relating  to 
industrial  development  bonds,  such  regu¬ 
lations  are  amended  to  read  as  follows: 

Paragraph  1.  Section  1.103  is  amended 
by  redesignating  section  103(c)  as  sec¬ 
tion  103(d),  by  inserting  after  section 
103(b)  a  new  section  103(c),  and  by 
adding  a  historical  note.  These  amended 
and  added  provisions  read  as  follows: 

§  1.103  Statutory  provisions ;  interest  on 
certain  governmental  obligations. 

Sec.  103.  Interest  on  certain  governmental 
obligations — (a)  General  rule.  •  •  • 

(c)  Industrial  development  bonds — (1) 
Subsection  (a)  (I)  not  to  apply.  Except  as 
otherwise  provided  In  this  subsection,  any 
Industrial  development  bond  shall  be  treated 
as  an  obligation  not  described  In  subsection 
(a)(1). 

(2)  Industrial  development  bond.  For  pur¬ 
poses  of  this  subsection,  the  term  “Industrial 
development  bond”  means  any  obligation — 

(A)  Which  Is  Issued  as  part  of  an  Issue 
all  or  a  major  portion  of  the  proceeds  of 
which  are  to  be  used  directly  or  Indirectly 
In  any  trade  or  business  carried  on  by  any 
person  who  Is  not  an  exempt  person  (within 
the  meaning  of  paragraph  (3) ) ,  and 

(B)  The  payment  of  the  principal  or  in¬ 
terest  on  which  (under  the  terms  of  such 
obligation  or  any  underlying  arrangement) 
Is,  In  whole  or  In  major  part — 

(I)  Secured  by  any  Interest  in  property 
used  or  to  be  used  in  a  trade  or  business  or 
in  payments  in  respect  of  such  property,  or 

(II)  To  be  derived  from  payments  in  re¬ 
spect  of  property,  or  borrowed  money,  used 
or  to  be  used  in  a  trade  or  business. 

(3)  Exempt  person.  For  purposes  of  para¬ 
graph  (2)  (A),  the  term  “exempt  person” 
means — 

(A)  A  governmental  unit,  or 

(B)  An  organization  described  in  section 
501(c)(3)  and  exempt  from  tax  under  sec¬ 
tion  501(a)  (but  only  with  respect  to  a  trade 
or  business  carried  on  by  such  organization 
which  is  not  an  unrelated  trade  or  business. 


determined  by  applying  section  513(a)  to 
such  organization) . 

(4)  Certain  exempt  activities.  Paragraph 
(1)  shall  not  apply  to  any  obligation  which 
is  issued  as  part  of  an  issue  substantially 
all  of  the  proceeds  of  which  are  to  be  used 
to  provide — 

(A)  Residential  real  property  for  family 
units, 

(B)  Sports  facilities, 

(C)  Convention  or  trade  show  facilities, 

(D)  Airports,  docks,  wharves,  mass  com¬ 

muting  facilities,  parking  facilities,  or  stor¬ 
age  or  training  facilities  directly  related  to 
any  of  the  foregoing,  ' 

(E)  Sewage  or  solid  waste  disposal  facili¬ 
ties  or  facilities  for  the  local  furnishing  of 
electric  energy,  gas,  or  water,  or 

(F)  Air  or  water  pollution  control  facili¬ 
ties. 

(5)  Industrial  parks.  Paragraph  (1)  shall 
not  apply  to  any  obligation  issued  as  part  of 
an  issue  substantially  all  of  the  proceeds 
of  which  are  to  be  used  for  the  acquisition 
or  development  of  land  as  the  site  for  an  in¬ 
dustrial  park.  For  purposes  of  the  preceding 
sentence,  the  term  “development  of  land” 
Includes  the  provision  of  water,  sewage, 
drainage,  or  similar  facilities,  or  of  trans¬ 
portation,  power,  or  communication  facili¬ 
ties,  which  are  incidental  to  use  of  the  site 
as  an  industrial  park,  but,  except  with  re¬ 
spect  to  such  facilities,  does  not  include  the 
provision  of  structures  or  buildings. 

(6)  Exemption  for  certain  small  issues — 
(A)  In  general.  Paragraph  (1)  shall  not 
apply  to  any  obligation  issued  as  part  of  an 
Issue  the  aggregate  authorized  face  amount 
of  which  Is  $1,000,000  or  less  and  substan¬ 
tially  all  of  the  proceeds  of  which  are  to  be 
used  (i)  for  the  acquisition,  construction, 
reconstruction,  or  improvement  of  land  or 
property  of  a  character  subject  to  the  allow¬ 
ance  for  depreciation,  or  (11)  to  redeem  part 
or  all  of  a  prior  issue  which  was  issued  for 
purposes  described  in  clause  (1)  or  this 
clause. 

(B)  Certain  prior  issues  taken  into  ac¬ 
count.  If — 

(I)  The  proceeds  of  two  or  more  Issues 
of  obligations  (whether  or  not  the  issuer  of 
each  such  issue  is  the  same)  are  or  will  be 
used  primarily  with  respect  to  facilities  lo¬ 
cated  in  the  same  incorporated  municipality 
or  located  in  the  same  county  (but  not  in  any 
Incorporated  municipality) , 

(II)  The  principal  user  of  such  facilities 
is  or  will  be  the  same  person  or  two  or 
more  related  persons,  and 

(ill)  But  for  this  subparagraph,  subpara¬ 
graph  (A)  would  apply  to  ^ach  such  issue, 

then,  for  purposes  of  subparagraph  (A) ,  in 
determining  the  aggregate  face  amount  of 
any  later  issue  there  shall  be  taken  into  ac¬ 
count  the  face  amount  of  obligations  issued 
under  all  prior  such  issues  and  outstanding 
at  the  time  of  such  later  issue  (not  includ¬ 
ing  as  outstanding  any  obligation  which  is 
to  be  redeemed  from  the  proceeds  of  the 
later  Issue) . 

(C)  Belated  persons.  For  purposes  of  this 
paragraph  and  paragraph  (7),  a  person  is  a 
related  person  to  another  person  if — 

(I)  The  relationship  between  such  per¬ 
sons  would  result  in  a  disallowance  of  losses 
under  section  267  or  707(b) ,  or 

(II)  Such  persons  are  members  of  the  same 
controlled  group  of  corporations  (as  defined 
in  section  1563(a),  except  that  “more  than 
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50  percent”  shall  be  substituted  for  “at  least 
80  percent”  each  place  It  appears  therein). 

(D)  $5,000,000  limit  in  certain  cases.  .\t 
the  election  of  the  Issuer,  made  at  such  time 
and  in  such  manner  as  the  Secretary  or  his 
delegate  shall  by  regulations  prescribe,  with 
respect  to  any  issue  this  paragraph  shall  be 
applied — 

(i)  By  substituting  “$5,000,000”  for  “$1,- 
000,000”  in  subparagraph  (A) ,  and 

(ii)  In  determining  the  aggregate  face 
amount  of  such  issue,  by  taking  into  ac¬ 
count  not  only  the  amount  described  in  sub- 
paragraph  (B),  but  also  the  aggregate 
amount  of  capital  expenditures  with  respect 
to  facilities  described  in  subparagraph  (E) 
paid  or  incurred  during  t^e  6-year  period 
beginning  3  years  before  the  date  of  such 
issue  and  ending  3  years  after  such  date  (and 
financed  otherwise  than  out  of  the  proceeds 
of  outstanding  issues  to  which  subparagraph 
(A)  applied),  as  if  the  aggregate  amount  of 
such  capital  expenditures  constituted  the 
face  amount  of  a  prior  outstanding  issue 
described  in  subparagraph  (B) . 

(E)  Facilities  taken  into  account.  For  pur¬ 
poses  of  subparagraph  (D)  (11),  the  facilities 
described  in  this  subparagraph  are  facilities — 

(I)  Located  in  the  same  Incorporated  mu¬ 
nicipality  or  located  in  the  same  county  (but 
not  in  any  Incorporated  municipality),  and 

(II)  The  principal  user  of  which  is  or  will 
be  the  same  person  or  two  or  more  related 
persons. 

For  purposes  of  clause  (1),  the  determina¬ 
tion  of  whether  or  not  facilities  are  located 
in  the  same  governmental  unit  shall  be  made 
as  of  the  date  of  issue  of  the  issue  in  question. 

(F)  Certain  capital  expenditures  not  taken 
into  account.  For  purposes  of  subparagraph 
(D)(ll),  any  capital  expenditure — 

(I)  To  replace  property  destroyed  or  dam¬ 
aged  by  fire,  storm,  or  other  casualty,  to  the 
extent  of  the  fair  market  value  of  the  prop¬ 
erty  replaced, 

(II)  Required  by  a  change  made  after  the 
date  of  issue  of  the  issue  in  question  in  a 
Federal  or  State  law  or  local  ordinance  of 
general  application  or  required  by  a  change 
made  after  such  date  in  rules  and  regula¬ 
tions  of  general  application  Issued  under 
such  a  law  or  ordinance,  or 

(ill)  Required  by  circumstances  which 
could  not  be  reasonably  foreseen  on  such 
date  of  issue  or  arising  out  of  a  mistake 
of  law  or  fact  (but  the  aggregate  amount  of 
expenditures  not  taken  into  account  under 
this  clause  with  respect  to  any  issue  shall 
not  exceed  $250,000) , 

shall  not  be  taken  into  account. 

(Q)  Limitation  on  loss  of  tax  exemption. 
In  applying  subparagraph  (D)  (11)  with  re¬ 
spect  to  capital  expenditures  made  after  the 
date  of  any  issue,  no  obligation  issued  as  a 
part  of  such  issue  shall  be  treated  as  an 
obligation  not  described  in  subsection  (a)(1) 
by  reason  of  any  such  expenditure  for  any 
period  before  the  date  on  which  such  ex¬ 
penditure  is  paid  or  Incurred. 

(H)  Certain  refinancing  issues.  In  the 
case  of  any  issue  described  in  subparagraph 
(A)(ii),  an  election  may  be  made  under 
subparagraph  (D)  only  if  all  of  the  prior 
issues  being  redeemed  are  issues  to  which 
subparagraph  (A)  applies.  In  applying  sub- 
paragraph  (D)  (11)  with  respect  to  such  a 
refinancing  issue,  capital  expenditures  shall 
be  taken  into  account  only  for  purposes  of 
determining  whether  the  prior  issues  being 
redeemed  qualified  (and  wouid  have  con¬ 
tinued  to  qualify)  under  subparagraph  (A), 

(7)  Exception.  Paragraphs  (4),  (5),  and 
(6)  shall  not  apply  with  respect  to  any 
obligation  for  any  period  during  which  it  is 
held  by  a  person  who  Is  a  substantial  user 
of  the  facilities  or  a  related  person. 

(d)  Cross  references.  •  •  • 

[Sec.  103  as  amended  by  sec.  107,  Rev.  and 


Expenditure  Control  Act  1968  (82  Stat.  266), 
sec.  401,  Renegotiation  Amendments  Act 
1968  (82  Stat.  1349)  ] 

Par.  2.  Section  1.103-1  is  amended  to 
read  as  follows; 

§  1.103—1  Interest  upon  obligations  of 
a  State,  Territory,  etc. 

Interest  upon  obligations  of  a  State, 
Territory,  a  possession  of  the  United 
States,  the  District  of  Columbia,  or  any 
political  subdivision  thereof  (herein¬ 
after  collectively  or  individually  referred 
to  as  “governmental  unit”),  is  not  in¬ 
cludible  in  gross  income.  Obligations  is¬ 
sued  by  or  on  behalf  of  any  governmental 
unit  by  constituted  authorities  em¬ 
powered  to  issue  such  obligations,  are 
the  obligations  of  a  governmental  unit. 
However,  section  103(a)  (1)  and  this  sec¬ 
tion  do  not  apply  to  industrial  develop¬ 
ment  bonds  except  as  otherwise  pro¬ 
vided  in  section  103(c).  See  section 
103(c)  and  §§  1.103-7  through  1.103-11 
for  the  rules  concerning  interest  paid  on 
industrial  development  bonds.  Certifi¬ 
cates  issued  by  a  political  subdivision  for 
public  improvements  (such  as  sewers, 
sidewalks,  streets,  etc.)  which  are  evi¬ 
dence  of  special  assessments  against 
specific  property,  which  assessments  be¬ 
come  a  lien  against  such  property  and 
which  the  political  subdivision  is  re¬ 
quired  to  enforce,  are,  for  purposes  of 
this  section,  obligations  of  the  political 
subdivision  even  though  the  obligations 
are  to  be  satisfied  out  of  special  funds 
and  not  out  of  general  funds  or  taxes. 
The  term  “political  subdivision”  for  pur¬ 
poses  of  this  section  and  §  1.103-7,  de¬ 
notes  any  division  of  any  governmental 
imit  which  has  been  delegated  the  right 
to  exercise  part  of  the  sovereign  power 
of  the  governmental  unit.  As  thus  de¬ 
fined,  a  political  subdivision  of  any  gov¬ 
ernmental  unit  may  or  may  not,  for 
purposes  of  this  section,  include  special 
assessment  districts  so  created,  such  as 
road,  water,  sewer,  gas,  light,  reclama¬ 
tion,  drainage,  irrigation,  levee,  school, 
harbor,  port  improvement,  and  similar 
districte  and  divisions  of  any  govern¬ 
mental  imit. 

Par.  3.  The  following  new  sections 
are  added  after  §  1.103-6: 

§  1.103—7  Industrial  development  bonds. 

(a)  In  general.  Under  section  103(c) 

(1)  and  this  section,  an  industrial  de¬ 
velopment  bond  issued  after  April  30, 
1968,  shall  be  treated  as  an  obligation 
which  is  not  an  obligation  described  in 
section  103(a)(1)  and  §1.103-1.  Ac¬ 
cordingly,  interest  paid  on  such  a  bond 
is  includible  in  gross  income.  However, 
interest  paid  on  such  a  bond  is  not 
ordinarily  includible  in  gross  income  if 
it  was  issued  by  a  governmental  unit 
either  in  connection  with  certain  exempt 
activities  (see  section  103(c)(4)  and 
§  1.103-8),  to  finance  an  industrial  park 
(see  section  103(c)  (5)  and  §  1.103-9),  or 
as  a  part  of  an  exempt  small  issue  (see 
section  103(c)(6)  and  §  1.103-10).  See 
also  §  1.103-11  for  the  rules  concerning 
the  interest  paid  on  certain  industrial 
development  bonds  issued  before  Jan¬ 
uary  1, 1969. 


(b)  Industrial  development  bonds — 
(1)  Definition.  For  purposes  of  this  sec¬ 
tion  the  term  industrial  development 
bond  means  any  obligation — 

(1)  Which  is  issued  as  part  of  an  issue 
all  or  a  major  portion  of  the  proceeds  of 
which  are  to  be  used  directly  or  in¬ 
directly  in  any  trade  or  business  carried 
on  by  any  person  who  is  not  an  exempt 
person  (as  defined  in  subparagraph  (2) 
of  this  paragraph) ,  and 

(ii)  The  payment  of  the  principal  or 
interest  on  which,  under  the  terms  of 
such  obligation  or  any  underlsdng  ar¬ 
rangement,  is,  in  whole  or  in  major 
part — 

(a)  Secured  by  any  interest  in  prop¬ 
erty  used  or  to  be  used  in  a  trade  or 
business, 

(b)  Secured  by  any  interest  in  pay¬ 
ments  in  respect  of  property  used  or  to 
be  used  in  a  trade  or  business,  or 

(c)  To  be  derived  from  payments  in 
respect  of  property,  or  borrowed  money, 
used  or  to  be  used  in  a  trade  or  business. 

See  subparagraphs  (3)  and  (4)  of  this 
paragraph  for  the  trade  or  business  test 
and  the  security  interest  test  respec¬ 
tively.  For  purposes  of  this  section,  the 
term  “issue”  includes  a  single  note  issued 
in  connection  with  a  bank  loan. 

(2)  Fiempf  person.  The  term  “exempt 
person”  means  a  governmental  unit  (as 
defined  in  §  1.103-1),  or  an  organization 
which  is  described  in  section  501(c)(3) 
and  which  is  exempt  from  taxation 
under  section  501(a) .  Such  a  tax-exempt 
organization  is,  however,  an  exempt 
person  only  with  respect  to  a  trade  or 
business  it  carries  on  which  is  not  an 
unrelated  trade  or  business.  Whether  a 
particular  trade  or  business  carried  on 
by  a  tax-exempt  organization  is  an  im- 
related  trade  or  business  is  determined 
by  applying  the  rules  of  section  513(a) 
(relating  to  general  rule  for  imrelated 
trade  or  business)  and  the  regulations 
thereunder  to  the  tax-exempt  organiza¬ 
tion  without  regard  to  whether  the 
organization  is  an  organization  subject 
to  the  tax  imposed  by  section  511  (relat¬ 
ing  to  imposition  of  tax  on  unrelated 
business  income  of  charitable,  etc., 
organizaticms) . 

(3)  Trade  or  business  test.  The  trade 
or  business  test  is  related  to  the  use  of 
the  proceeds  of  a  bond  issue.  In  deter¬ 
mining  whether  a  debt  obligation  meets 
the  trade  or  business  test,  the  Indirect, 
as  well  as  the  direct,  use  of  the  proceeds 
is  to  be  taken  into  accoimt.  For  example, 
if  all  or  a  major  portion  of  the  proceeds 
of  a  bond  issue  are  to  be  loaned  by  a 
governmental  unit  to  one  or  more  pri¬ 
vate  business  users  for  use  in  trades  or 
businesses  carried  on  by  them,  such  pro¬ 
ceeds  are  to  be  used  in  a  trade  or  busi¬ 
ness  carried  on  by  a  person  who  is  not 
an  exempt  person  and  the  debt  obliga¬ 
tions  comprising  the  bond  issue  satisfy 
the  trade  or  business  test.  The  debt  ob¬ 
ligations  comprising  a  bond  issue  do  not 
fail  to  satisfy  the  trade  or  business  test 
merely  because  the  governmental  unit 
uses  the  proceeds  to  engage  in  a  series  of 
financing  transactions  for  property  used 
by  private  business  users  in  trades  or 
businesses  carried  on  by  them.  Similarly, 
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if  such  proceeds  are  to  be  used  to  con-  ir 
struct  facilities  to  be  leased  to  any  non-  P' 
exempt  person  for  use  in  a  trade  or  busi-  Pj 
ness  it  carries  on,  such  proceeds  are  to  be 
used  in  a  trade  or  business  carried  on  by  g, 
a  nonexempt  person  and  the  debt  obliga-  p; 
tions  comprising  such  issue  satisfy  the  b 
trade  or  business  test.  By  the  same  to-  fi 
ken,  if  such  proceeds  are  to  be  used  to  P 
construct  facilities  to  be  leased  to  any 
person  who  will,  in  turn,  lease  the  facili- 
ties  to  a  nonexempt  person  for  use  in 
a  trade  or  business  it  carries  on,  such  p 
proceeds  are  to  be  used  in  a  trade  or  n 
business  carried  on  by  a  nonexempt  per-  a 
son  and  the  debt  obligations  comprising  e: 
such  issue  satisfy  the  trade  or  business  p 
test.  Similar  rules  are  applicable  to  situa-  ^ 
tions  involving  the  sale  of  property  or  ^ 
other  arrangements,  whether  in  a  single  ^ 
transaction  or  in  a  series  of  transactions,  u 
whereby  a  nonexempt  person  uses  prop-  i 
erty  acquired  with  the  proceeds  of  a  bond  s 
issue  in  its  trade  or  business.  c 

(4)  Security  interest  test.  The  security  F 
interest  test  is  related  to  the  nature  of  ^ 
the  security  for  the  payment  of  the  prin-  g 
cipal  or  interest  on  a  bond  issue.  The  j 
nature  of  the  security  may  be  deter-  t 
mined  from  the  terms  of  the  bond  in-  ( 
denture  or  any  underlying  arrangement.  J 
An  underlying  arrangement  to  provide 
security  for  the  payment  of  the  principal  j 
or  interest  of  the  obligation  may  result  , 
from  separate  agreements  between  the  , 
parties  or  may  be  determined  on  the  basis 
of  all  the  facts  and  circumstances  sur¬ 
rounding  the  issuance  of  the  bonds.  The 
property  which  is  the  security  for  the 
payment  of  the  principal  or  interest  on 
a  debt  obligation  need  not  be  property 
acquired  through  the  use  of  the  bond 
proceeds.  The  security  interest  test  is 
satisfied  if  a  debt  obligation  is,  for  ex¬ 
ample,  secured  by  unimproved  land  or 
investment  securities  if  the  proceeds  of 
the  obligation  are  to  be  used,  directly  or 
indirectly,  in  any  trade  or  business  car¬ 
ried  on  by  any  private  "business  user.  A 
pledge  of  the  full  faith  and  credit  of  a 
governmental  imit  will  not  affect  the 
status  of  a  debt  obligation  which  other¬ 
wise  satisfies  the  security  interest  test. 
For  example,  if  the  payment  of  the  prin¬ 
cipal  or  Interest  on  a  bond  issue  is  secured 
by  both  a  pledge  of  the  full  faith  and 
credit  of  a  governmental  unit  and  any 
interest  in  property  used  or  to  be  used 
in  a  trade  or  business,  the  bond  issufe  sat¬ 
isfies  the  security  interest  test. 

(c)  Examples.  The  application  of  the 
rules  contained  in  section  103  .(c)  (2) 
and  (c)  (3)  and  paragraphs  (b)  and  (c) 
of  this  section  are  illustrated  by  the 
following  examples; 

Example  (J).  Governmental  unit  A  and 
corporation  X  enter  Into  an  arrangement 
under  which  A  Is  to  provide  a  factory  which 
X  will  lease  for  20  years.  The  arrangement 
provides  (1)  that  A  will  issue  $10  million 
of  bonds,  (2)  that  the  proceeds  of  the  bond 
issue  will  be  used  to  purchase  land  and  to 
construct  and  equip  a  factory  In  accordance 
with  X’s  specifications,  (3)  that  X  will  rent 
the  facility  for  20  years  at  an  annual  rental 
equal  to  the  amount  necesary  to  amortize 
the  principal  and  pay  the  interest  on  the 
outstanding  bonds,  and  (4)  that  such  pay¬ 
ments  by  X  and  the  facility  itself  will  be 
the  security  for  the  bonds.  The  bonds  are 


indmtrlal  development  bonds  since  they  are 
part  of  an  issue  of  obligations  (1)  all  of  the 
proceeds  of  which  are  to  be  used  (by  pur¬ 
chasing  land  and  constructing  and  equipping 
the  factory)  in  a  trade  or  business  by  a  non¬ 
exempt  person,  and  (2)  the  payment  of  the 
principal  and  interest  on  which  is  secured 
by  a  security  interest  in,  and  is  to  be  derived 
from  payments  to  be  made  in  respect  of, 
property  to  be  used  in  a  trade  or  business. 

Example  (2).  The  facts  are  the  same  as  in 
example  (1)  except  that.  Instead  of  provid¬ 
ing  that  X  will  lease  the  facility  for  20  years, 
the  arrangement  provides  that  (1)  X  will 
purchase  the  facility,  and  (2)  annual  pay¬ 
ments  equal  to  the  amount  necessary  to 
amortize  the  principal  and  pay  the  inter¬ 
est  on  the  outstanding  bonds  will  be  made 
by  X.  The  bonds  are  industrial  development 
bonds  for  the  reasons  set  forth  in  example 
(D- 

Example  (3).  Governmental  unit  B  and 
corporation  X  enter  into  an  arrangement 
under  which  B  is  to  lend  $10  million  to  X. 
The  arrangement  provides  ( 1 )  that  B  will  is¬ 
sue  $10  million  of  bonds,  (2)  that  the  pro¬ 
ceeds  of  the  bond  issue  will  be  lent  to  X  to 
provide  additional  working  capital  and  to 
finance  the  acquisition  of  certain  new  ma¬ 
chinery,  (3)  that  X  will  repay  the  loan  in 
annual  installments  equal  to  the  amount 
necessary  to  amortize  the  principal  and  pay 
the  interest  on  the  outstanding  bonds,  and 
(4)  that  the  payments  on  the  loan  and  the 
machinery  are  the  security  for  the  bonds. 
The  bonds  are  industrial  development  bonds 
since  they  are  debt  obligations  part  of  an 
issue  (1)  all  of  the  proceeds  of  which  are  to 
be  used  In  a  trade  or  business  by  a  non¬ 
exempt  persons,  and  (2)  the  payment  of  the 
principal  and  Interest  on  which  is  secured 
by  payments  to  be  made  in  respect  of  prop¬ 
erty  to  be  used  in  a  trade  or  business. 


structed  by  D.  D  will  occupy  the  remaining  ‘ 
nine  fioors  of  the  biiilding.  The  rental  value 
of  all  fioor  space  in  the  building  is  the  same. 
The  agreement  provides  (1)  that  D  will  issue 
$10  million  of  bonds,  (2)  that  the  proceeds 
of  the  bond  issue  will  be  used  to  purchase 
land  and  construct  an  oflace  building,  (3) 
that  T  will  lease  three  fioors  for  20  years  at 
an  annual  rental  of  $200,000,  and  (4)  that 
such  rental  payments  and  the  building  itself 
shall  be  security  for  the  bonds.  The  bonds 
are  not  industrial  development  bonds  since 
a  major  portion  of  the  proceeds  are  not  to  be 
used,  directly  or  Indirectly,  in  a  trade  or  busi¬ 
ness  by  a  nonexempt  person. 

Example  (8).  The  facts  are  the  same  as 
in  example  (7)  except  that  Y  will  lease  five 
fioors  instead  of  three  and  that,  while  D  will 
have  physical  possession  of  only  seven  fioors, 
these  seven  fioors  represent  75  percent  of 
the  rental  value  of  the  entire  building.  The 
bonds  are  not  industrial  development  bonds 
for  the  same  reasons  as  in  example  (7) . 

Example  (9).  Governmental  unit  E  Issues 
its  obligations  to  finance  the  construction  of 
dormitories  for  educational  institution  Z 
which  is  an  organization  described  in  section 
501(c)(3)  and  exempt  from  tax  under  sec¬ 
tion  501(a) .  The  dormitories  are  to  be  owned 
and  operated  by  Z  and  their  operation  does 
not  constitute  an  unrelated  trade  or  busi¬ 
ness.  The  bonds  are  not  industrial  develop¬ 
ment  bonds  since  the  proceeds  are  to  be  used 
by  an  exempt  person  in  a  trade  or  business 
carried  on  by  such  parson  which  is  not  an 
unrelated  trade  or  business,  as  determined 
by  applying  section  513(a)  to  Z. 

Example  (10).  Govermnental  unit  P  issues 
its  obligations  to  finance  the  construction  of 
a  toll  road  and  the  cost  of  erecting  related 
facilities,  such  as  gasoline  service  stations  and 
restaurants,  which  are  to  be  leased  or  sold  to 
private  business  users.  The  toll  road  is  to  be 


Example  (4).  The  facts  are  the  same  as  in  owned  and  operated  by  F.  The  revenues  from 


example  (1),  (2),  or  (3)  except  that  the  an¬ 
nual  payments  required  to  be  made  by  cor¬ 
poration  X  exceed  the  amount  necessary  to 
amortize  the  principal  and  pay  the  interest 
on  the  outstanding  bonds.  The  bonds  are 
industrial  development  bonds  for  the  rea¬ 
sons  set  forth  in  such  examples.  The  fact 
that  corporation  X  is  required  to  pay  an 
amount  in  excess  of  the  amount  necessary  to 
pay  the  principal  and  interest  on  the  bonds 
does  not  affect  their  status  as  industrial 
development  bonds. 

Example  (5) .  The  facts  are  the  same  as  in 
example  (1),  (2).  (3),  or  (4)  except  that  the 
bonds  are  denominated  “general  obligation 
bonds’’  but  the  governmental  unit  is  only 


the  toll  road  and  from  the  rental  of  in¬ 
cidental  facilities  are  the  security  for  the 
bonds.  The  bonds  are  not  industrial  develop¬ 
ment  bonds  since  a  major  portion  of  the  pro¬ 
ceeds  are  not  to  be  used,  directly  or  indi¬ 
rectly,  in  any  trade  or  business  carried  on  by 
a  nonexempt  person. 

Example  (11)-.  Governmental  unit  G  Issues 
its  obligations  to  finance  the  construction  of 
a  facility  which  is  to  be  leased  or  sold  to 
numerous  unrelated  private  business  users 
to  be  used  in  their  trades  or  businesses.  The 
principal  and  interest  of  the  oblig^ations  will 
be  paid,  in  whole  or  major  part,  from  the 
revenues  that  G  will  derive  from  such  leases 
or  sales.  The  bonds  are  industrial  develop- 


required  to  pay  principal  and  interest  out  of  tfient  bonds,  notwithstanding  the  fact  that 
general  revenues  in  the  event  of  a  default  activities  of  G,  an  exempt  person,  may 

by  corporation  X.  Governmental  unit  A’s  amount  to  a  trade  or  business  of  leasing  or 
arrangement  to  pay  the  principal  and  inter-  property,  since  the  property  Involved 

est  on  the  bonds  out  of  its  general  revenues  is  to  be  used  by  each  of  the  private  business 
in  the  event  of  default  is  a  eruarantv  of  cor-  users  in  their  respective  trades  or  businesses. 


general  revenues  in  the  event  of  a  default 
by  corporation  X.  Governmental  unit  A’s 
arrangement  to  pay  the  principal  and  inter¬ 
est  on  the  bonds  out  of  its  general  revenues 
in  the  event  of  dafault  is  a  guaranty  of  cor- 
p>oration  X’s  primary  obligation  to  make  the 
necessary  payments.  ’The  governmental 
unit’s  guaranty  does  not  affect  the  status  of 
the  bonds  as  Industrial  development  bonds. 

Example  (6).  Governmental  unit  C  Issues 
its  general  obligation  bonds  to  purchase  land 
and  construct  a  hotel  near  a  convention  cen¬ 
ter.  ’The  bond  indenture  provides  (1)  that 
C  is  to  own  and  opierate  the  project  for  the 
period  required  to  redeem  the  bonds,  and 
(2)  that  the  project  itself  and  the  revenues 
derived  therefrom  are  the  security  for  the 
bonds.  ’The  bonds  are  not  Industrial  devel¬ 
opment  bcmds  since  (1)  the  proceeds  are  to 
be  used  by  an  exempt  pverson  in  a  trade  or 
business  carried  on  by  such  person  and  (2)  a 
major  portion  of  such  proceeds  are  not  to  be 
used,  directly  or  indirectly,  in  a  trade  or  busi¬ 
ness  by  a  nonexempt  person. 

Example  (7).  Governmental  unit  D  and 
corporation  Y  enter  into  an  agreement  under 
which  Y  will  lease  for  20  years  the  first  three 
floors  of  a  12-story  office  building  to  be  con- 


§  1.103—8  Interest  on  bonds  to  finance 
certain  exempt  activities. 

(a)  In  general.  Under  section  103(c) 
(4),  interest  paid  on  debt  obligations 
issued  as  part  of  an  issue  by  a  govern¬ 
mental  unit  substantially  all  of  the  pro¬ 
ceeds  of  which  are  to  be  used  to  provide 
facilities  listed  in  subparagraphs  (A) 
through  (F)  of  section  103(c)(4)  and 
this  section  is  not  includible  in  gross  in¬ 
come.  If  the  proceeds  of  a  bond  issue  are 
to  be  used  for  such  purposes,  the  debt 
obligations  are  treated  as  obligations 
which  are  State  or  local  obligations 
described  in  section  103(a)(1)  and 
§  1.103-1  even  though  such  obligations 
may  be  industrial  development  bonds 
as  defined  in  section  103(c)  (2)  and 
§  1.103-7.  See  paragraph  (h)  of  this  sec¬ 
tion  for  the  treatment  of  Interest  paid 
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on  an  obligation  described  in  this  section 
held  by  a  substantial  user  of  the  financed 
facilities  or  related  persons.  For  purposes 
of  section  103(c)  (4)  and  this  section 
financed  facilities  include  any  land, 
building  or  other  structure,  or  personal 
property  functionally  related  and  subor¬ 
dinate  to  such  facility^  The  principles  of 
this  paragraph  may  be  illustrated  by  the 
following  example: 

Example.  Governmental  unit  A  Issues  its 
bonds  to  purchase  land  and  build  a  facility 
principally  for  one  of  the  purposes  described 
In  section  103(c)(4)  and  ths  section.  The 
bond  indenture  provides  that  a  corporation  X 
will  lease  the  facility  for  20  years.  The  ar¬ 
rangement  provides  (1)  that  A  will  issue 
$10  million  of  bonds,  (2)  that  the  proceeds 
of  the  bond  issue  will  be  used  to  purchase 
land  and  to  construct  such  facility,  (3)  that 
$500,000  of  the  proceeds  will  be  used  for  an 
appurtenant  but  unrelated  facility  which  will 
be  used  by  X  in  a  separate  trade  or  business, 

(4)  that  X  will  rent  the  facilities  for  20 
years  at  an  annual  rental  equal  to  the 
amount  necessary  to  amortize  the  principal 
and  pay  the  interest  on  the  outstanding 
bonds,  and  (5)  that  such  payments  by  X 
and  the  facilities  will  be  the  security  for 
the  bonds.  The  bonds  are  not  industrial  de¬ 
velopment  bonds  since  substantially  all  of 
the  proceeds  of  the  issue  will  be  used  in 
connection  with  an  exempt  activity  described 
in  section  103(c)(4)  and  this  section. 

(b)  Residential  real  property — (1) 
General  rule.  Section  103(c)  (4)  (A)  pro¬ 
vides  that  any  debt  obligation  issued  by 
a  governmental  unit  which  is  part  of  an 
issue  substantially  all  of  the  proceeds  of 
which  are  to  be  used  to  provide  residen¬ 
tial  real  property  for  family  units  shall 
not  be  treated  as  an  industrial  develop¬ 
ment  bond. 

(2)  Family  units,  (i)  For  purposes  of 
section  103(c)(4)(A)  and  this  para¬ 
graph,  the  term  “family  unit”  means  a 
building  or  portion  thereof  which  con¬ 
tains  complete  living  facilities  which  are 
to  be  used  on  other  than  a  transient  basis 
by  only  one  family  consisting  of  one  or 
more  persons.  Thus,  an  apartment  which 
is  to  be  used  on  other  than  a  transient 
basis  by  one  family,  which  contains  com¬ 
plete  facilities  for  living,  sleeping,  eating, 
cooking,  and  sanitation,  constitutes  a 
family  xmit.  Hotels,  motels,  dormitories, 
fraternity  and  sorority  houses,  rooming 
houses,  hospitals,  sanitariums,  rest 
homes,  and  parks  and  courts  for  mobile 
homes  do  not  constitute  residential  real 
property  for  family  units. 

(ii)  Land  and  facilities  which  are 
fimctionally  related  and  subordinate  to 
the  real  property  actually  used  for  fam¬ 
ily  imits  are  within  the  meaning  of  the 
term  “residential  real  property  for  family 
units.”  For  example,  a  minor  portion  of 
a  residential  facility  used  for  nonfamily 
unit  purposes,  such  as  a  swimming  pool, 
or  retail  establishment,  would  be  consid¬ 
ered  to  be  functionally  related  and  sub¬ 
ordinate  to  the  area  actually  used  for 
family  units. 

(c)  Sports  facility  defined.  For  pur¬ 
poses  of  section  103(c)(4)(B)  and  this 
paragraph,  the  term  “sports  facility”  in¬ 
cludes  both  an  outdoor  or  an  indoor 
facility.  The  facility  may  be  designed 
either  as  a  spectator  facility  or  as  a  par¬ 
ticipation  facility.  For  example,  the  term 
includes  outdoor  stadiums  for  watching 


FEDERAL 


baseball,  football,  or  other  sports  events 
and  indoor  ice  hockey  arenas,  as  well  as 
facilities  for  the  participation  of  the  gen¬ 
eral  public  in  sports  activities,  such  as 
golf  courses,  ski  slopes,  swimming  pools, 
tennis  courts,  and  gymnasiums.  Any 
property  which  is  functionally  related 
and  subordinate  to  a  sports  facility,  such 
as  a  parking  lot,  club  house,  ski  slope 
warming  house,  bath  house,  or  ski  tow,  is 
considered  to  be  part  of  a  sports  facility. 
Facilities  constructed  in  connection  with, 
but  not  functionally  related  and  subor¬ 
dinate  to,  a  sports  facility,  such  as  a  ski 
lodge  built  in  connection  with  the  de¬ 
velopment  of  a  ski  slope,  are  not  con¬ 
sidered  to  be  sports  facilities.  Since 
substantially  all  of  the  proceeds  of  a  bond 
issue  must  be  used  in  connection  with 
the  provision  of  a  sp>orts  facility,  only  a 
minor  portion  of  such  proceeds  may  be 
used  for  those  parts  of  the  project  which 
are  not  functionally  related  and  subor¬ 
dinate  to  the  sports  facility.  For  ex¬ 
ample,  a  facility  which  is  primarily  a 
hotel  or  motel  which  includes  facilities 
for  sports,  such  as  a  golf  course,  swim¬ 
ming  pool,  or  tennis  courts,  is  not  a 
sports  facility. 

(d)  Convention  or  trade  show  facili¬ 
ties — (1)  General  rule.  Section  103(c) 

(4)  (C)  provides  that  any  debt  obligation 
issued  by  a  governmental  unit  which  is 
a  part  of  an  issue  substantially  all  of 
the  proceeds  of  which  are  to  be  used  to 
provide  convention  or  trade  show  facili¬ 
ties  shall  not  be  treated  as  an  industrial 
development  bond. 

(2)  Convention  or  trade  show  facilities 
defined.  For  purposes  of  section  103(c) 
(4)  (C)  and  this  paragraph,  the  term 
“convention  or  trade  show  facilities” 
means  special-purpose  buildings  or 
structures  such  as  meeting  halls  and  dis¬ 
play  areas  which  are  used  to  house  a 
convention  or  trade  show.  Facilities  func¬ 
tionally  related  and  subordinate  to  such 
facilities  such  as  parking  lots  or  railroad 
sidings  are  within  the  meaning  of  the 
term.  A  hotel  or  motel  which  is  available 
to  the  general  public,  whether  or  not  it 
is  intended  primarily  to  house  persons 
attending  or  participating  in  a  conven¬ 
tion  or  trade  show,  is  not  a  convention  or 
trade  show  facility. 

(e)  Certain  transportation  facilities — 
(1)  General  rule.  Section  103(c)(4)(D) 
provides  that  any  debt  obligation  issued 
by  a  governmental  imit  which  is  part  of 
an  issue  substantially  all  of  the  proceeds 
of  which  are  to  be  used  to  provide  (1) 
airports,  docks,  wharves,  mass  commut¬ 
ing  facilities,  and  public  parking  facili¬ 
ties  (hereinafter  referred  to  as  a  “trans¬ 
portation  facility”) ,  or  (ii)  storage  or 
training  facilities  directly  related  to  any 
such  transportation  facility  shall  not  be 
treated  as  an  industrial  development 
bond. 

(2)  Transportation  facility  defined. 
For  purposes  of  section  103(c)  (4)  (D)  and 
this  paragraph,  the  term  “transportation 
facility”  includes  only  an  airport,  a 
dock,  a  wharf,  a  mass  commuting  facility 
serving  a  metropolitan  area,  or  a  public 
parking  facility.  The  term  includes  any 
property  which  is  functionally  related 
and  subordinate  to  a  transportation 
facility.  An  airport,  for  example,  would 
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include  the  service  accommodations  for 
the  public,  such  as  terminals,  restau¬ 
rants,  accommodations  for  temporary 
use  by  passengers,  terminal  retail  stores 
and  concessions,  parking  areas,  and 
kitchens  for  the  preparation  of  in-flight 
meals,  as  well  as  the  runways,  hangars, 
and  shops  for  the  use  of  private  airlines 
and  individuals.  A  dock  or  wharf  in¬ 
cludes,  for  example,  the  structure  along¬ 
side  which  a  vessel  lies  as  well  as  the 
equipment  needed  to  receive  and  to  dis¬ 
charge  cargo  from  the  vessel,  such  as 
cranes  and  conveyors.  A  mass  commut¬ 
ing  facility  includes  property  function¬ 
ally  related  and  subordinate  to  mass 
commuting  by  bus,  subway,  or  rail  or 
other  conveyance  which  serves  the  gen¬ 
eral  public  in  a  metropolitan  area  and 
moves  over  prescribed  routes. 

(3)  Related  storage  or  training  facil¬ 
ity.  Section  103(c)(4)(D)  includes  only 
those  storage  or  training  facilities  which 
are  both  directly  related  to  a  transporta¬ 
tion  facility  and  physically  located  on  or 
immediately  adjoining  such  a  facility. 
For  example,  a  storage  facility  would 
include  a  grain  elevator,  silo,  warehouse, 
or  oil  and  gas  storage  tank  used  in  con¬ 
nection  with  a  dock  or  wharf  and  located 
on  or  immediately  adjoining  such  dock 
or  wharf.  Similarly,  a  training  facility 
would  include  a  building  located  at  an 
airport  for  the  training  of  flight  person¬ 
nel  or  a  paved  area  immediately  adjoin¬ 
ing  a  bus  garage  used  to  train  bus  drivers. 

(f)  Certain  public  utility  facilities — 
(1)  General  rule.  Section  103(c)(4)(E) 
provides  that  any  debt  obligation  issued 
by  a  governmental  imit  which  is  part  of 
an  issue  substantially  all  of  the  proceeds 
of  which  are  to  be  used  to  provide  sewage 
disposal  facilities,  solid  waste  disposal 
facilities,  or  facilities  for  the  local  fur¬ 
nishing  of  electric  energy,  gas,  or  water 
shall  not  be  treated  as  an  industrial  de¬ 
velopment  bond. 

(2)  Definitions.  For  purposes  of  sec¬ 
tion  103(c)  (4)  (E)  and  this  paragraph — 

(i)  The  term  “sewage  disposal  facili¬ 
ties”  means  any  property  used  for  the 
collection,  storage,  treatment,  utilization, 
processing,  or  final  disposal  of  sewage. 

(ii)  The  term  “solid  waste  disposal 
facilities”  means  any  property  used  for 
the  collection,  storage,  treatment,  utili¬ 
zation,  processing,  or  final  disposal  of 
solid  waste.  For  the  definition  of  “solid 
waste”  as  used  in  this  paragraph,  see 
section  203(4)  of  the  Solid  Waste  Dis¬ 
posal  Act  (42  U.S.C.  section  3252(4)). 

(iii)  The  term  “facilities  for  the  local 
furnishing  of  electric  energy,  gas,  or 
water”  means  any  property  used  in  the 
trade  or  business  of  the  furnishing  or 
sale  of  electric  energy,  gas,  or  water,  as 

(a)  The  electric  energy,  gas,  or  water 
is  required  by  the  needs  of  ohe  or  more 
communities,  counties,  or  metropolitan 
areas  and  the  use  of  the  general  popu¬ 
lace  therein,  and 

(b)  The  rates  for  the  furnishing  or 
sale  of  electric  energy,  gas,  or  water,  as 
the  case  may  be,  have  been  established 
or  approved  by  a'  State  (including  the 
District  of  Colvunbia)  or  a  political  sub¬ 
division  thereof,  by  an  agency  or  instru¬ 
mentality  of  the  United  States,  or  by  a 
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public  service  or  public  utility  commis¬ 
sion  or  similar  body  of  any  State  or 
political  subdivision  thereof.  The  term 
“established  or  approved”  includes  the 
filing  of  a  schedule  of  rates  with  any 
body  named  in  the  preceding  sentence 
which  has  the  power  to  approve  such 
rates,  even  though  such  body  has  taken 
no  action  on  the  filed  schedule. 

For  example,  an  electric  energy  generat¬ 
ing  plant  and  the  related  transmission 
and  distribution  lines  furnishing  elec¬ 
tric  energy  to  the  general  populace  in  a 
metropolitan  area  at  rates  regulated  in 
the  manner  described  in  this  subdivision 
is  a  facility  for  the  local  furnishing  of 
electric  energy.  In  addition,  a  facility 
which  reprocesses  nuclear  fuel  that  has 
been  used  and  is  to  be  reused  in  an  elec¬ 
tric  generating  plant  furnishing  electric 
energy  in  accordance  with  (a)  and  (b)  of 
this  subdivision  is  a  facility  for  the  local 
furnishing  of  electric  energy.  Similarly, 
artesian  wells,  a  reservoir,  and  the  re¬ 
lated  pumping  equipment  and  pipelines, 
furnishing  water  to  the  general  populace 
in  a  county  or  group  of  counties  at  rates 
regulated  in  the  manner  described  in  this 
subdivision  is  a  facility  for  the  local  fur¬ 
nishing  of  water.  However,  a  plant  which 
would  furnish  electrical  power  or  a  pipe¬ 
line  which  would  furnish  gas  or  water 
solely  to  a  nonexempt  person  or  persons 
in  a  trade  or  business  other  than  the 
business  of  furnishing  electric  energy, 
gas,  or  water  would  not  be  local  within 
the  meaning  of  section  103(c)  (4)  (E). 

(g)  Air  or  water  pollution  control  facil¬ 
ities — (1)  General  rule.  Section  103 

(c)  (4)  (P)  provides  that  any  debt  obliga¬ 
tion  issued  by  a  governmental  unit  which 
is  part  of  an  issue  substantially  all  of  the 
proceeds  of  which  are  to  be  used  to  pro¬ 
vide  air  or  water  pollution  control  facil¬ 
ities  shall  not  be  treated  as  an  industrial 
development  bond. 

(2)  Air  pollution  control  facilities. 
For  purposes  of  section  103(c)(4)(E) 
and  this  paragraph,  the  term  “air  pollu¬ 
tion  control  facility”  means  any  property 
used  primarily  to  control  atmospheric 
pollution  or  contamination  by  removing, 
containing,  altering,  or  disposing  of  at¬ 
mospheric  pollutants  or  contaminants 
if  such  facility  is  in  furtherance  of 
Federal,  State,  or  local  standards  for 
the  control  of  atmospheric  pollution  or 
contaminants. 

(3)  Water  pollution  control  facilities. 
For  purposes  of  section  103(c)  (4)  (E)  and 
this  paragraph,  the  term  “water  pollu¬ 
tion  control  facility”  means  any  prop¬ 
erty  used  primarily  to  control  water  pol¬ 
lution  by  removing,  storing,  altering,  or 
disposing  of  wastes  (including  excess 
heat) ,  including  the  necessary  intercept¬ 
ing  sewers,  outfall  sewers,  pumping, 
power,  and  other  equipment,  and  their 
appurtenances  if  such  facility  is  in 
furtherance  of  Federal,  State,  or  local 
standards  for  the  control  of  water 
pollution. 

(4)  Primary  use  and  purpose  of  fa¬ 
cility.  Determinations  concerning  wheth¬ 
er  a  facility  is  used  primarily  to  control 
atmospheric  pollution  or  contaminants 
or  water  pollution  and  whether  such  fa¬ 
cility  is  in  furtherance  of  Federal,  State, 


or  local  pollution  control  standards  shall 
be  made  on  the  basis  of  all  the  facts 
and  circumstances  concerning  the  fi¬ 
nanced  facility. 

(h)  Bonds  held  by  substantial  users 
or  related  persons.  Section  103(c)(7) 
provides  that  section  103(c)  (4)  shall  not 
apply  with  respect  to  any  debt  obligation 
issued  to  finance  the  facilities  described 
in  subparagraphs  (A)  through  (F)  of 
section  103(c)(4)  and  this  section  for 
any  period  during  which  such  obliga¬ 
tion  is  held  either  by  a  person  w'ho  is 
a  substantial  user  of  the  facilities  with 
respect  to  which  such  obligation  was 
issued  or  by  a  related  person  (as  defined 
in  section  103(c)(6)(C)  and  §1.103-10 
(d) .  Therefore,  interest  paid  on  an  obli¬ 
gation  issued  finance  any  such  facility 
is  includible  in  the  gross  income  of  a 
substantial  user  or  a  person  related  to 
such  substantial  user  for  any  such  pe¬ 
riod.  For  example,  if  a  baseball  or  foot¬ 
ball  club  holds  bonds  issued  to  finance 
a  stadiiun  in  which  the  club  plays  its 
home  games  for  the  season,  the  bond 
interest  would  be  includible  in  the  club’s 
gross  income.  Similarly,  such  interest 
w'ould  be  includible  in  the  gross  income 
of  an  airline  company  which  is  a  sub¬ 
stantial  user  of  an  airport  financed  by 
bonds  held  by  the  company,  or  an  in¬ 
dustrial  or  steamship  company  w'hich 
is  a  substantial  user  of  a  wharf  financed 
by  bonds  held  by  such  company. 

§  1.103—9  Interest  on  bonds  to  finance 
industrial  parks. 

(a)  General  rule.  Under  section  103 
(c)  (5)  interest  i>aid  on  debt  obligations 
issued  by  a  governmental  unit  to  finance 
industrial  parks  (hereinafter  referred  to 
as  “industrial  park  bonds”)  is  not  in¬ 
cludible  in  gross  income.  Section  103(c) 
(5)  provides  that  section  103(c)(1)  and 
§  1.103-7  shall  not  apply  to  any  debt  ob¬ 
ligation  issued  by  a  governmental  unit 
as  part  of  an  issue  substantially  all  of 
the  proceeds  of  which  are  to  be  used 
for  the  acquisition  or  development  of 
land  as  the  site  for  an  industrial  park. 
Thus,  an  industrial  park  bond  is  treated 
as  an  obligation  which  is  a  State  or 
local  obligation  described  in  section  103 
(a)  (1)  and  §  1.103-1.  See  paragraph  (d) 
of  this  section  for  the  treatment  of  in¬ 
terest  paid  on  industrial  park  bonds  held 
by  substantial  users  of  the  industrial 
park  or  related  persons. 

(b)  Definition  of  an  industrial  park. 
For  purposes  of  section  103(c)(5)  and 
this  section,  the  term  “industrial  park” 
means  a  tract  of  land  suitable  for  use 
as  building  sites  by  a  group  of  enter¬ 
prises  engaged  in  industrial,  distribu¬ 
tion,  or  wholesale  businesses.  The  term 
does  not  include  a  tract  of  land  used  for 
a  single  enterprise.  In  order  to  qualify 
as  an  industrial  development  park: 

(1)  The  uses  of  the  tract  must  nor¬ 
mally  be  regulated  by  protective  mini¬ 
mum  restrictions,  ordinarily  including 
the  size  of  individual  sites,  parking  and 
loading  regulations,  and  building  set¬ 
back  lines;  and 

(2)  The  uses  must  ordinarily  be  de¬ 
signed  to  be  compatible,  vmder  a  com¬ 
prehensive  plan,  with  the  community  In 


which  the  industrial  park  is  located  and 
the  uses  of  the  surrounding  land. 

(c)  Development  of  land.  For  pur¬ 
poses  of  section  103(c)  (5)  and  this  sec¬ 
tion,  the  term  “development  of  land" 
includes  the  provision  of  certain  im¬ 
provements  to  an  industrial  park  site 
if  (and  only  if)  such  improvements  are 
incidental  to  the  use  of  the  land  as  an 
industrial  park.  For  example,  the  term 
includes  the  building  or  installation  of 
incidental  water,  sewer,  drainage,  or 
similar  facilities  (whether  surface,  sub¬ 
surface,  or  both).  The  term  also  in¬ 
cludes  the  provision  of  incidental  trans¬ 
portation  facilities,  such  as  hard-surface 
roads  (including  curbs  and  gutters)  and 
railroad  sidings;  power  facilities,  such  as 
gas  and  electric  lines;  and  communica¬ 
tion  facilities.  The  provision  of  struc¬ 
tures  or  buildings  of  any  kind  is  not 
included  within  the  meaning  of  the  term 
“development  of  land,”  except  for  those 
structures  or  buildings  which  are  neces¬ 
sary  in  connection  with  the  incidental 
improvements  encompassed  by  the  term. 
An  example  of  this  limited  exception  is 
a  water  piunphouse  needed  in  connec¬ 
tion  with  the  incidental  provision  of 
water  facilities  in  an  industrial  park. 

(d)  Bonds  held  by  substantial  users 
or  related  persons.  Section  103(c)(7) 
provides  that  section  103(c)  (5)  shall  not 
apply  with  respect  to  any  industrial  park 
bond  for  any  period  dm’ing  which  such 
bond  is  held  either  by  a  person  who  is 
a  substantial  user  of  the  industrial  park 
with  resE>ect  to  which  such  bond  was 
issued  or  by  a  related  person  (as  defined 
in  section  103(c)(6)(C)  and  §1.103-10 

(d) ).  Therefore,  interest  paid  on  any 
obligation  issued  to  finance  an  industrial 
park  is  includible  in  the  gross  income 
of  a  substantial  user  of  such  park  or  a 
person  related  to  such  substantial  user 
for  any  such  period.  For  purposes  of 
this  paragraph,  any  person  who  is  the 
owner  or  the  lessor  of  a  sizeable  site  in 
an  industrial  park  will  be  considered  to 
be  a  substantial  user  of  such  park. 

(e)  Examples.  The  application  of  the 
rules  contained  in  section  103(c)  (5)  and 
this  section  are  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  Governmental  unit  A  and 
corjwrations  X,  Y,  and  Z  enter  Into  an  ar¬ 
rangement  under  which  A  is  to  acquire  a 
tract  of  land  suitable  for  use  as  an  industrial 
park.  The  arrangement  provides  (1)  that  A 
will  issue  $5  million  of  bonds  to  be  used  for 
the  acquisition  and  development  of  a  suitable 
tract  of  land,  (2)  that  the  tract  will  be  zoned, 
pursuant  to  a  comprehensive  plan,  for  the  use 
of  a  group  of  enterprises,  (3)  that  A  will 
Install  necessary  water,  sewer,  and  drainage 
facilities  on  the  tract,  (4)  that  A  will  sell 
substantial  portions  of  the  develop)ed  tract 
to  X  for  use  as  a  factory  site  and  to  Y  for 
use  as  a  warehouse  site,  (5)  that  A  will  lease 
a  sizeable  portion  of  the  tract  to  Z  for  20 
years  as  a  distribution  center  site,  and  (6) 
that  the  developed  tract  and  the  proceeds 
from  the  sale  or  lease  of  parts  of  the  tract  will 
be  the  security  for  the  bonds.  The  bonds  arc 
not  industrial  development  bonds  since  the 
proceeds  of  the  issue  are  to  be  used  for  the 
acquisition  and  development  of  a  tract  of 
land  as  the  site  for  an  industrial  park. 

Example  (2).  The  facts  are  the  same  as  in 
example  (1)  except  that,  upon  issuance  of  the 
bonds,  X  acquires  $50,000  of  the  issue.  The 
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bonds  acqxiired  by  X  are  Industrial  develop¬ 
ment  bonds  diirlng  the  period  they  are  held 
by  X  since  X  is  a  substantial  user  of  the 
Industrial  park. 

Example  (3).  The  facts  are  the  same  as  in 
example  (1)  except  that  ^250,000  of  the  pro¬ 
ceeds  of  the  $5  million  issue  are  to  be  used 
for  the  construction  of  a  restaurant  by  cor¬ 
poration  W.  While  the  restaurant  will  be  used 
primarily  by  those  working  in  the  park,  the 
agreement  provides  that  it  will  also  be  open 
to  the  general  public.  The  bonds  are  not 
Industrial  development  bonds  since  substan¬ 
tially  all  of  the  proceeds  are  used  or  to  be 
used  for  the  acquisition  and  development  of 
a  tract  of  land  as  the  site  for  an  industrial 
park. 

§  1.103—10  Exemption  for  certain  small 
issues  of  industrial  development 
bonds. 

(a)  In  general.  Section  103(c)  (6)  pro¬ 
vides  exemptions  from  the  general  rule 
used  to  determine  the  tax  treatment  of 
interest  paid  on  certain  industrial  de¬ 
velopment  bond  issues  (hereinafter  re¬ 
ferred  to  as  “exempt  small  issues”)  and 
bonds  issued  to  refund  such  issues  (here¬ 
inafter  referred  to  as  “refunding  is¬ 
sues”).  If  an  exempt  small  issue  or  a 
refunding  issue  satisfies  the  requirements 
of  section  103(c)  (6)  and  this  section,  the 
interest  paid  on  the  debt  obligations  is 
not  includible  in  gross  income,  and  the 
obligations  are  treated  as  obligations 
which  are  State  and  local  obligations  de¬ 
scribed  in  section  103(a)  (1)  and  §  1.103-1 
even  though  such  obligations  are  indus¬ 
trial  development  bonds  as  defined  in 
section  103(c)(2)  and  §1.103-7.  See 
paragraph  (f)  of  this  section  for  the 
treatment  of  interest  paid  on  any  ob¬ 
ligations  described  in  this  section  held 
by  a  substantial  user  of  the  financed 
facilities  or  related  persons. 

(b)  Small  issue  exemption — (1)  $1 
million  or  less.  Section  103(c)  (6)  (A)  pro¬ 
vides  that  section  103(c)  (1)  and  §  1.103- 
7,  respectively,  shall  not  apply  to  any 
debt  obligation  issued  by  a  governmental 
unit  as  part  of  an  issue  the  aggregate 
authorized  face  amount  of  which  Is  $1 
million  or  less.  If  substantially  all  of  the 
proceeds  of  such  issue  are  to  be  used 
for  the  acquisition,  construction,  recon¬ 
struction,  or  improvement  of  land  or 
property  of  a  character  subject  to  the 
allowance  for  depreciation  imder  section 
167  (relating  to  depreciation).  The  ex¬ 
emption  requirements  are  not  satisfied 
if  the  proceeds  of  such  issue  are  loaned 
to  a  borrower  for  use  as  working  capital 
or  to  finance  inventory.  Any  debt  obliga¬ 
tion  (other  than  an  obligation  to  which 
the  transitional  provisions  of  example 
(11)  in  §  1.103-7(c)  apply)  which  satis¬ 
fies  the  exemption  requirements  and 
which  was  issued  after  April  30,  1968,  is 
an  exempt  small  issue. 

(2)  $5  million  or  less,  (i)  Section  103 

(c)  (6)  (D)  provides  that  after  October 
24,  1968,  the  governmental  unit  which  is 
the  issuer  of  an  exempt  small  issue  may 
elect  to  have  an  aggregate  authorized 
face  amount  of  $5  million  or  less  in  lieu 
of  the  $1  million  exemption  in  section 
103(c)(6)(A).  However,  the  bonds  will 
not  be  treated  as  obligations  of  a  govern¬ 
mental  imit  within  section  103  (a)(1)  and 
§  1.103-1  if  the  sum  of — 


(a)  The  prior  outstanding  issues  under 
section  103(c)  (6)  (B)  and  paragraph  (d) 
of  this  section,  and 

(b)  The  capital  expenditures  de¬ 
scribed  in  subdivision  (ii)  of  this  sub- 
paragraph)  which  are  made  during  the 
6-year  period  which  begins  3  years  before 
the  date  of  issue  in  question  and  ends  3 
years  after  such  date 

exceeds  $5  million.  See  subdivision  (iv) 
of  this  subparagraph  for  the  time,  place, 
and  manner  by  which  the  issuer  may 
elect  the  $5  million  exemption. 

(ii)  In  determining  the  aggregate  face 
amount  of  a  $5  million  issue,  unless 
otherwise  provided  in  subdivision  (iii) 
of  this  subparagraph,  capital  expendi¬ 
tures  are  to  be  taken  into  account,  if— 

(a)  They  are  made  with  respect  to 
facilities  the  principal  user  of  which  is 
or  will  be  the  same  person  or  related 
persons,  but  only  if  such  expenditures 
are  made  with  respect  to  facilities  which 
(on  the  date  of  issue)  are  located  in  the 
same  incorporated  municipality  or  in 
the  same  county  (outside  of  the  in¬ 
corporated  municipalities  in  such 
county) , 

(b)  They  are  not  financed  out  of  the 
proceeds  of  issues  which  (at  the  time  the 
$5  million  limit  is  being  tested)  are  out¬ 
standing  and  to  which  section  103(c)  (6) 
(A)  and  this  paragraph  applied,  and 

(c)  They  are  properly  chargeable  to 
capital  account  (determined,  for  this 
purpose,  without  regard  to  any  rule  of 
the  1954  Code  which  permits  expendi¬ 
tures  properly  chargeable  to  capital  ac¬ 
count  to  be  treated  as  current  expenses) . 

(iii)  Notwithstanding  the  provisions 
of  subdivision  (ii)  of  this  subparagraph, 
certain  capital  expenditures  are  not  to 
be  taken  into  accovmt  in  determining  the 
$5  million  limit,  if  they  are — 

(a)  Capital  expenditures  to  replace 
property  damaged  or  destroyed  by  fire, 
storm,  or  other  casualty,  to  the  extent 
that  these  expenditures  do  not  exceed  in 
dollar  amoimt  the  fair  market  value  (de¬ 
termined  immediately  before  the  casu¬ 
alty)  of  the  property  so  damaged  or 
destroyed. 

(b)  A  capital  expenditure  required  by 
a  change  made  after  the  date  of  issue 
in  a  Federal  or  State  law,  or  a  local  ordi¬ 
nance  which  applies  generally,  or  re¬ 
quired  by  a  change  made  after  such  date 
in  rules  and  regulations  of  general  appli¬ 
cation  issued  xmder  such  a  law  or 
ordinance. 

(c)  Capital  expenditures  required  by 
or  arising  out  of  circiunstances  which 
could  not  reasonably  be  foreseen  on  the 
date  of  issue  or  which  arise  out  of  a  mis¬ 
take  of  law  or  fact.  However,  this  subdi¬ 
vision  is  inapplicable  if  such  capital 
expenditure  exceeds  $250,000. 

(iv)  (a)  The  issuer  may  make  the 
election  (assuming  that  the  bonds  other¬ 
wise  qualify  imder  section  103(c)  (6) )  by 
means  of  a  statement  signed  by  a  duly 
authorized  official  that  the  governmental 
unit  elects  to  have  the  provisions  of  sec¬ 
tion  103(c)(6)(D)  apply  to  an  issue  of 
industrial  development  bonds  the  aggre¬ 
gate  authorized  face  amount  of  which 
is  $5  million  or  less.  The  statement  shall 
be  filed  prior  to  the  issuance  of  such 


industrial  development  bonds  at  the 
place  where  the  principal  user  of  the  pro¬ 
ceeds  of  such  issue,  or  facilities  acquired, 
constructed,  reconstructed,  or  improved 
with  the  proceeds  of  such  issue,  will  file 
its  income  tax  return  (as  provided  in 
section  6091)  for  the  taxable  year  during 
which  the  election  is  made. 

(b)  The  statement  shall  contain  the 
following  information; 

(1)  The  name  and  address  of  the  gov¬ 
ernmental  unit: 

(2)  The  name,  address,  and  employer 
identification  number  of  the  principal 
user  or  users  of  such  proceeds  or  facili¬ 
ties: 

(3)  The  date  and  face  amount  of  the 
issue: 

(4)  The  date  and  amount  of  any  out¬ 
standing  issues  the  proceeds  of  which 
are  or  will  be  used  primarily  with  respect 
to  facilities  (i)  the  principal  user  or 
users  of  which  are  or  will  be  the  same 
or  related  persons  as  those  listed  in  (2) 
of  this  subdivision  (iv)  (b) ,  and  (ii) 
which  are  located  in  the  same  incorpor¬ 
ated  municipality  or  in  the  same  county 
(outside  of  the  incorporated  municipali¬ 
ties  in  such  county) : 

(5)  The  date  and  amount  of  any  cap¬ 
ital  expenditures  paid  or  incurred  within 
the  3  years  preceding  the  date  of  the 
issue  for  which  the  election  Is  made 
with  respect  to  facilities  described  in 
(4)  of  this  subdivision  (iv)  (b) . 

(c)  In  order  for  the  industrial  de¬ 
velopment  bonds  to  continue  to  qualify 
as  an  exempt  small  issue  under  this 
subparagraph,  any  principal  user  must 
file  a  supplemental  statement  which 
lists  by  date  and  amount  any  subsequent 
capital  expenditures  by  such  user  within 
the  meaning  of  section  103(c)(6)  (D) 
and  (E)  and  subdivisions  (i)  and  (ii)  of 
this  subparagraph.  Such  supplemental 
statement  must  be  filed  at  the  place  for 
filing  the  return  (as  prescribed  in  section 
6091)  of  such  user  on  the  due  date  pre¬ 
scribed  for  filing  such  return  (without 
regard  to  any  extensions  of  time) . 

(c)  Refunding  issue  exemption — (1) 
$1  million  or  less.  Section  103(c)  (6)  (A) 
also  provides  that  section  103(c)  (1)  and 
§  1.103-7  shall  not  apply  to  any  debt  ob¬ 
ligation  issued  by  a  governmental  unit 
as  part  of  an  issue  the  aggregate  au¬ 
thorized  face  amount  of  which  is  $1 
million  or  less,  if  substantially  all  of 
the  proceeds  of  such  issue  are  to  be 
used — 

(1)  To  redeem  part  or  all  of  a  prior 
exempt  small  issue,  or 

(ii)  To  redeem  part  or  all  of  a  prior 
refunding  issue. 

(2)  $5  million  or  lass.  Section  103(c) 

(6)  (H)  also  ■  provides  that  section  103 
(c)(1)  and  §  1.103-7  shall  not  apply  to 
any  debt  obligation  issued  by  a  govern¬ 
mental  unit  as  part  of  an  issue  which  is 
$5  million  or  less  if  substantially  all  of 
the  proceeds  are  to  be  used — 

(i)  To  redeem  part  or  all  of  a  prior 
exempt  small  issue,  or 

(ii)  To  redeem  part  or  all  of  a  prior 
refunding  issue. 

However,  the  election  of  $5  million  in  lieu 
of  the  $1  million  limit  by  the  issuer 
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under  section  103(c)  (6)  (D)  and  this  sec¬ 
tion  may  be  made  only  if  all  of  the  prior 
issues  being  redeemed  are  issues  which 
qualified  for  the  $1  million  exception 
under  section  103(c)  (6)  (A)  or  for  the 
$5  million  exception  imder  103(c)  (6)  (A) 
by  reason  of  an  election  under  section 
103(c)(6)(D).  In  addition,  in  applying 
the  capital  expenditures  test  under  sec¬ 
tion  103(c)  (6)  (D)  (ii)  to  refinancing  is¬ 
sues,  capital  expenditures  are  taken  into 
account  only  for  purposes  of  determin¬ 
ing  whether  those  prior  issues  which 
were  made  under  the  section  103(c) 

(6)  (D)  election  qualified  under  section 
103(c)  (6)  (A)  and  would  have  continued 
to  qualify  under  that  section  but  for 
the  redemption. 

(d)  Subsequent  small  issues  of  $1  mil¬ 
lion  or  less.  (1)  Under  the  rules  of  sec¬ 
tion  103(c)(6)(A)  and  this  section,  if 
the  aggregate  authorized  face  amount  of 
an  exempt  small  issue  of  industrial  de¬ 
velopment  bonds  is  $1  million  or  less,  the 
interest  paid  on  such  bonds  is  not  in¬ 
cludible  in  gross  income.  If  the  proceeds 
of  a  subsequent  issue  of  Industrial  devel¬ 
opment  bonds  are  or  will  be  used  to 
finance  certain  new  or  additional  facili¬ 
ties  for  a  principal  user  (or  related  per¬ 
sons)  of  the  facilities  financed  by  a  prior 
bond  issue,  the  tax  treatment  of  the  in¬ 
terest  paid  on  such  subsequent  issue  is 
determined  by  applying  the  rules  con¬ 
tained  in  section  103(c)  (6)  (B)  and  this 
paragraph.  Section  103(c)(6)(B)  pro¬ 
vides,  in  effect,  that  the  interest  paid  on 
such  subsequent  issue  is  not  includible 
in  gross  Income  if — 

(i)  But  for  the  rules  of  section  103(c) 
(6)  (B)  and  this  paragraph,  such  subse¬ 
quent  issue  would  be  an  exempt  small 
issue  under  section  103(c)(6)(A)  and 
this  section,  and 

(ii)  The  aggregate  authorized  face 
amoimt  of  such  subsequent  issue  is 
$1  million  less  the  aggregate  face  amount 
(if  any)  of  all  prior  issues  (described  in 
section  103(c)(6)(B)  and  subparagraph 
(2)  of  this  paragraph)  which  are  out¬ 
standing  on  the  issue  date  of  such  sub¬ 
sequent  issue  (not  including  the  face 
amount  of  any  obligation  which  is  to  be 
redeemed  from  the  proceeds  of  such  sub¬ 
sequent  Issue) . 

(2)  The  face  amount  of  an  outstand¬ 
ing  exempt  small  issue  is  taken  into 
accoimt  in  determining  the  permissible 
aggregate  authorized  face  amount  of  a 
subsequent  issue  only  if — 

(i)  The  proceeds  of  both  the  prior  and 
the  subsequent  issues  (whether  or  not  the 
governmental  unit  issuing  such  obliga¬ 
tions  is  the  same  unit  for  each  such 
issue)  w'hich  satisfy  the  requirements  of 
section  103(c)(6)(A)  and  this  section 
and  which  are  issued  after  April  30, 1968, 
are  or  will  be  used  primarily  with  respect 
to  facilities  located  or  to  be  located  in 
the  same  incorporated  municipality  or 
located  or  to  be  located  in  the  same 
county  in  an  unincorp>orated  area  in  such 
county, 

(ii)  The  principal  user  of  the  financed 
facilities  is  or  will  be  the  same  person 
or  two  or  more  related  persons  (as  de¬ 
fined  in  section  103(c)(6)(C)  and  this 
paragraph  (d) ,  and 


(iii)  But  for  section  103(c)  (6)  (B)  and 
this  paragraph,  such  subsequent  issue 
would  be  an  exempt  small  issue  under 
section  103(c)(6)(A)  and  this  section. 

(e)  Subsequent  small  issues  of  $5  mil¬ 
lion  or  less.  (1)  Under  the  rules  of  sec¬ 
tion  103(c)(6)(A)  and  this  section,  if 
the  issuer  makes  a  valid  election  under 
section  103(c)  (6)  (D)  and  the  aggregate 
authorized  face  amount  of  an  exempt 
small  issue  of  industrial  development 
bonds  is  $5  million  or  less,  the  interest 
paid  on  such  bonds  is  not  includible  in 
gross  income.  If  the  proceeds  of  a  subse¬ 
quent  issue  of  industrial  development 
bonds  are  or  will  be  used  to  finance  cer¬ 
tain  new  or  additional  facilities  for  a 
principal  user  or  related  persons)  of  the 
facilities  financed  by  a  prior  bond  issue, 
the  tax  treatment  of  the  interest  paid 
on  such  subsequent  issue  is  determined 
by  applying  the  rules  contained  in  sec¬ 
tion  103(c)(6)  (B),  (D),  and  (E),  para¬ 
graph  (d)  of  this  section,  and  this 
paragraph. 

(2)  If  capital  expenditures  are  or  will 
be  used  to  finance  certain  new  or  addi¬ 
tional  facilities  for  the  principal  user 
(or  related  persons)  of  the  facilities  fi¬ 
nanced  by  a  prior  bond  issue,  the  tax 
treatment  of  the  interest  paid  on  such 
subsequent  issue  is  determined  by  ap¬ 
plying  the  rules  contained  in  section  103 
(c)  (6)  (D)  (ii)  and  this  section.  Thus, 
subsequent  expenditures  may  have  the 
effect  of  making  taxable  the  interest  on 
an  issue  which  at  the  time  of  issue  qual¬ 
ified  for  exemption.  However,  section  103 
(c)  (6)  (G)  and  this  section  provides  that 
in  such  a  case,  the  loss  of  tax  exemption 
for  the  interest  will  begin  only  with  the 
date  on  which  the  expenditure  which 
caused  the  issue  to  cease  to  qualify  under 
the  $5  million  limit  was  paid  or  incurred. 

(f)  Related  persons.  For  purposes  of 
section  103  (c)  (6)  and  (c)  (7)  and 
§  1.103-8,  §  1.103-9,  and  this  section,  the 
term  “related  person”  means  a  person 
who  is  related  to  another  person  if — 

(1)  The  relationship  between  such  per¬ 
sons  would  result  in  a  disallowance  of 
losses  under  section  267  (relating  to  dis¬ 
allowance  of  losses,  etc.,  between  related 
taxpayers)  and  sectioh  707(b)  (relating 
to  losses  disallowed,  etc.,  between  part¬ 
ners  and  controlled  partnerships)  and 
the  regulations  thereimder,  or 

(2)  Such  persons  are  members  of  the 
same  controlled  group  of  corporations, 
as  defined  in  section  1563(a),  relating  to 
definition  of  controlled  group  of  corpo¬ 
rations  (except  that  “more  than  50  per¬ 
cent”  shall  be  substituted  for  “at  least 
80  percent”  each  place  it  appears  in  sec¬ 
tion  1563(a) )  and  the  regulations  there¬ 
under. 

(g)  Bonds  held  by  substantial  users  or 
related  persons.  Section  103(c)  (7)  pro¬ 
vides  that  section  103(c)(6)  shall  not 
apply  with  respect  to  any  debt  obligation 
which  is  issued  as  a  part  of  an  exempt 
small  issue  or  a  refunding  issue  for  any 
period  during  which  such  obligation  is 
held  either  by  a  person  who  is  a  substan¬ 
tial  user  of  the  facilities  with  respect 
to  which  such  obligation  was  issued  or  by 
a  related  person  (as  defined  in  section 
103(c)  (6)  (C)  "and  paragraph  (f)  of  this 


section) .  Therefore,*  interest  paid  on  an 
obligation  issued  to  finance  any  such 
facility  is  includible  in  the  gross  income 
of  a  substantial  user  or  a  person  related 
to  such  substantial  user  for  any  such 
period.  For  example,  if  an  industrial 
company  holds  bonds  issued  to  finance  a 
manufacturing  or  distributing  facility 
which  the  company  leases,  the  bond  in¬ 
terest  would  be  includible  in  the  com¬ 
pany’s  gross  income. 

(h)  Examples.  The  application  of  the 
rules  contained  in  section  103(c)  (6)  and 
this  section  are  illustrated  by  the  follow¬ 
ing  examples : 

Example  (1).  County  A  and  corporation  X 
enter  Into  an  arrangement  under  which  the 
county  wlU  provide  a  factory  which  X  will 
lease  for  25  years.  The  arrangement  provides 
(1)  that  A  will  issue  $1  million  of  bonds  on 
March  1,  1969,  (2)  that  the  proceeds  of  the 
bond  issue  will  be  used  to  acquire  land  in 
Town  M  and  to  construct  and  equip  a  factory 
on  such  larkd  in  accordance  with  X’s  sp>ecifi- 
catlons,  (3)  that  X  will  rent  the  facility  for 
25  years  at  an  annual  rental  equal  to  the 
amount  necessary  to  amortize  the  principal 
and  pay  the  Interest  on  the  outstanding 
bonds,  and  (4)  that  such  payments  by  X 
and  the  facility  Itself  shall  be  the  security 
for  the  bonds.  Although  the  bonds  issued 
are  industrial  development  bonds  within  the 
meaning  of  section  103(c)(2)  and  §  1.103-7, 
the  bonds  are  an  exempt  small  issue  under 
section  103(c)  (6)  and  this  section  since  (1) 
the  aggregate  authorized  face  amount  of  the 
bond  issue  is  $1  million  or  less  and  (2)  all 
of  the  proceeds  of  the  bond  issue  are  to  be 
used  to  acquire  and  Improve  land  and  acquire 
and  construct  depreciable  property. 

Example  (2).  The  facts  are  the  same  as  in 
example  (1)  except  that,  instead  of  acquir¬ 
ing  land  and  constructing  a  new  factory, 
the  arrangement  pnxjvldes  that  X  will  ac¬ 
quire  a  vacant  existing  factory  building  and 
rebuild  and  equip  the  building  in  accord¬ 
ance  with  X’s  specifications.  The  bonds  are 
an  exempt  small  issue  for  the  same  reasons 
as  in  example  (1). 

Example  (3).  The  facts  are  the  same  as  in 
example  (1)  or  (2)  except  that  the  financed 
facilities  are  additions  to  facilities  which 
were  financed  by  an  issue  of  industrial  de¬ 
velopment  bonds  (1)  issued  before  May  1, 
1968,  or  (2)  Issued  after  April  30,  1968,  and 
before  January  1,  1969,  to  which  the  transi¬ 
tional  provisions  of  §  1.103-11  apply,  or  (3) 
by  issues  of  both  typ)es.  The  bonds  are  an 
exempt  small  issue  since  neither  of  the  prior 
bond  issues  are  taken  into  account  under 
section  103(c)(6)(B)  and  this  section  in 
determining  the  stature  of  industrial  devel¬ 
opment  bonds  which  are  Issued  after  April  30, 
1968,  and  to  which  the  transitional  pro¬ 
visions  do  not  apply. 

Example  (4).  The  facts  are  the  same  as  in 
example  (1)  ,  (2),  or  (3)  except  that,  sub¬ 
sequently,  corporation  X  proposes  to  Town 
M  that  M  build  a  $400,000  warehouse  located 
in  Town  M  for  the  use  of  X  under  terms 
similar  to  the  factory  arrangement.  On  the 
proposed  issue  date  of  the  subsequent  bond 
issue,  $600,000  of  the  first  exempt  small  issue 
will  be  outstanding.  If  M  issues  $400,000  for 
bonds  for  simh  purposes,  the  bonds  will  be 
an  exempt  small  issue  under  section  103 
(c)  (6)  and  this  section  since  the  aggregate 
authorized  face  amount  of  the  two  issues 
is  $1  million  or  less,  even  though  (1)  the 
facilities  financed  by  both  Issues  are  to  be 
located  in  Town  M,  (2)  the  same  taxpayer 
will  be  the  principal  user  of  the  new  ware¬ 
house,  and  (3)  but  for  the  rules  of  section 
103(c)(6)(B)  and  paragraph  (c)  of  this 
section,  the  issue  would  be  an  exempt  small 
issue. 
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Example  (5).  The  facts  are  the  same  as 
In  example  (4)  except  that,  Instead  of  the 
proposal  being  made  to  Town  M  with  re¬ 
spect  to  a  warehouse  to  be  located  in  Town 
M.  corporation  X  makes  the  same  proposal 
(1)  to  Town  N  located  in  County  A  or  (2)  to 
County  A.  with  respect  to  a  warehouse  to 
be  located  in  Town  N,  or  (3)  to  County  A 
with  resp>ect  to  a  warehouse  to  be  located 
in  an  unincorporated  area  in  such  county. 
The  bonds  will  be  an  exempt  small  issue 
since  the  prior  exempt  small  issue  was  not 
used  primarily  with  respect  to  facilities  lo¬ 
cated  in  Town  N  or  in  an  unincorporated 
area  of  County  A. 

Example  (6).  The  facts  are  the  same  as  in 
example  (1)  except  that  $45,000  of  the  $1 
million  will  be  used  by  the  corporation  as 
working  capital.  The  bonds  are  an  exempt 
small  issue  for  the  same  reason  as  in  ex¬ 
ample  ( 1 )  since  substantially  all  of  the 
proceeds  will  be  used  for  the  acquisition  of 
land  and  the  construction  of  depreciable 
property. 

Example  (7).  County  B  enters  in  three 
separate  arrangements  with  three  unrelated 
corporations  whereby  the  county  will  pro¬ 
vide  separate  storage  facilities  for  each 
corporation.  The  arrangement  provides  (1) 
that  the  county  will  provide  each  corpora¬ 
tion  with  $250,000  by  issuing  bonds,  the 
proceeds  of  which  will  be  used  to  acquire 
land  in  the  county  and  to  construct  the 
facilities,  (2)  that  the  rental  payments  by 
the  corporations  will  be  equal  to  the  amount 
necessary  to  amortize  the  principal  and 
pay  the  Interest  on  any  outstanding  bonds 
issued  by  the  county,  and  (3)  that  the  pay¬ 
ments  by  the  corporations  and  the  facilities 
themselves  shall  be  the  security  for  the  in¬ 
dustrial  development  bonds.  For  convenr 
ience,  the  county  Issues  one  series  of  bonds 
in  the  face  amount  of  $750,000  rather  than 
three  separate  series  of  bonds  of  $250,000 
each.  The  issue  is  an  exempt  small  issue 
under  section  103(c)(6)  and  this  section, 
since  (1)  the  aggregate  authorized  face 
amount  of  the  bond  issue  is  $1  million  or  less, 
and  (2)  all  of  the  proceeds  of  the  bond  issue 
are  to  be  used  to  acquire  and  improve  land 
and  acquire  and  construct  depreciable 
property. 

Example  (8).  County  B  and  corporation  Y 
enter  into  an  arrangement  under  which  the 
county  will  provide  a  factory  which  Y  will 
lease  for  25  years.  The  arrangement  provides 
(1)  that  B  will  issue  $4  million  of  bonds  on 
March  1,  1969,  after  making  the  election 
under  section  103(c)(6)(D)  and  this  sec¬ 
tion,  (2)  that  the  proceeds  of  the  bond  issue 
will  be  used  to  acquire  land  in  the  county 
and  to  construct  and  equip  a  factory  on  such 
land  in  accordance  with  Y’s  sjociflcatlons, 
(3)  that  Y  will  rent  the  facilities  for  25  years 
at  an  annual  rental  equal  to  the  amount 
necessary  to  amortize  the  principal  and  pay 
the  Interest  on  the  outstanding  bonds,  (4) 
that  such  payments  by  Y  and  the  facility 
itself  shall  be  the  security  for  the  bonds,  and 
(5)  that  if  corporation  Y  pays  or  incurs 
capital  exp)enditures  in  excess  of  $1  million 
within  3  years  from  the  date  of  issue,  it  will 
either  redeem  such  bonds  at  par  or  at  a 
premium,  or  Increase  the  rental  payments 
in  an  amount  sufficient  to  pay  a  premium 
interest  rate.  Although  the  bonds  Issued 
are  industrial  development  bonds  within 
the  meaning  of  section  103(c)(2)  and 
5  1.103-7,  the  bonds  are  an  exempt  small 
issue  under  section  103(c)(6)  and  this  sec¬ 
tion,  since  (1)  the  aggregate  authorized  face 
amount  of  the  bond  issue  is  $5  million  or 
less  and  (2)  all  of  the  proceeds  of  the  bond 
issue  are  to  be  used  to  acquire  and  Improve 
land  and  acquire  and  construct  depreciable 
property. 

Example  (9).  The  facts  are  the  same  as  in 
example  (8)  except  that  the  proceeds  will  be 
used  to  build  additional  facilities  to  a  fac¬ 
tory  which  was  built  in  1967  by  corporation 


Y  at  a  cost  of  $2  million.  The  bonds  are  not 
an  exempt  small  issue  since  the  sum  of  the 
$4  million  issue  and  the  $2  million  (aggre¬ 
gate  amount  of  capital  exp)enditures  in¬ 
curred  within  3  years  before  March  1,  1969, 
with  respect  to  the  facilities  located  in  the 
same  county  and  for  the  same  principal  laser) 
exceeds  $5  million. 

Example  (10).  The  facts  are  the  same  as 
in  example  (8)  except  that,  corporation  Y 
subsequently  prop>oses  to  the  county  that  it 
build  a  $1  million  warehouse  next  to  the 
plant  for  the  use  of  Y  under  terms  similar 
to  the  factory  arrangement.  On  the  proposed 
issue  date  of  the  subsequent  bond  issue,  $2 
million  of  the  first  exempt  small  issue  will  be 
outstanding.  If  the  county  issues  $3  million 
of  bonds  to  redeem  the  remaining  $2  million 
of  bonds  and  to  construct  the  warehouse,  the 
bonds  will  be  an  exempt  small  issvie  under 
section  103(c)  (6)  and  this  section,  since  the 
aggregate  authorized  face  amount  of  the 
two  issues  is  $5  million  or  less  even  though 
ttie  prior  issue  is  taken  into  account  under 
the  rviles  of  section  103(c)  (6)  (B)  and  para¬ 
graph  (c)  of  this  section. 

Example  (11).  The  facts  are  the  same  as 
ba  example  (8),  except  that  in  1975  Y  Cor¬ 
poration  builds  a  warehouse  adjacent  to  the 
facilities  at  a  cost  of  $3  million.  In  1975, 
there  is  outstanding  $3  million  of  the  exempt 
small  issue  bonds.  The  capital  expenditure 
by  Y  does  not  affect  the  exempt  small  status 
of  the  bonds. 

Example  (12) .  The  facts  are  the  same  as  in 
erample  (8) .  except  that  Y  builds  a  $3  million 
warehouse  adjacent  to  the  factory  in  1971. 
This  subsequent  expenditure  by  Y  has  the 
effect  of  making  the  interest  on  county  B 
bonds  Includible  in  the  gross  income  of  the 
holders  of  such  bonds  as  of  the  date  on 
which  Y  incurred  the  capital  expenditure 
since  the  sum  of  $4  million  (aggregate  face 
amount  of  the  1969  issue  still  outstanding) 
plus  $3  million  (the  aggregate  amount  of 
capital  expenditures  incurred  within  3  years 
after  Mar.  1,  1969,  with  respect  to  facilities 
located  in  the  same  county  and  for  the  same 
principal  user)  exceeds  the  $5  million  ex¬ 
empt  small  issue. 

Example  (13) .  On  June  1,  1970,  corporation 
Z  simultaneously  enters  into  separate  ar¬ 
rangements  with  city  C  and  city  D  under 
which  each  city  will  issue  a  $5  million  exempt 
small  issue  of  bonds  for  Z.  By  June  1,  1971, 
the  unrelated  facilities  have  been  completed 
in  the  respective  city  territories.  On  January 
1.  1972,  cities  C  and  D,  through  a  valid  legal 
proceeding,  merge  into  a  new  city  CD.  Since 
the  determination  of  whether  or  not  facili¬ 
ties  are  located  in  the  same  governmental 
unit  is  made  on  June  1,  1970  (the  date  of 
the  bond  issues),  the  factories  are  not  con¬ 
sidered  to  be  located  in  the  same  incorpo¬ 
rated  municipality  on  January  1,  1972,  for 
purposes  of  section  103(c)(6)  (D)  and  (E) 
and  §  1.103-10(b)  (2)  (il) .  Accordingly,  each 
$5  million  issue  by  cities  C  and  D  will  con¬ 
tinue  to  qualify  as  an  exempt  small  issue. 

Example  (14).  On  June  1,  1970,  city  E 
issues  two  separate  exempt  small  issues  of 
$5  million  each  for  corporations  S  and  T, 
both  of  which  are  not  related  in  any  ca¬ 
pacity.  In  October  of  1971  S  and  T  undergo 
a  statutory  merger.  Since  the  facilities  in 
city  E  are  now  used  by  the  same  person  or 
two  or  more  related  persons,  the  Interest  on 
the  previously  tax-exempt  bonds  must  be 
Included  in  the  gross  income  of  the  bond 
holders  from  October  1971. 

Example  (15).  In  1965  city  F  issues  $10 
million  of  industrial  development  bonds  for 
corporation  T  to  c6nstruct  and  equip  a  fac¬ 
tory.  In  1975  the  principal  of  the  bonds  is 
$5  million.  If  the  city  issues  a  $5  million  bond 
to  redeem  the  balance  of  the  prior  issue,  such 
issue  will  not  qualify  under  section  103(c) 
(6)  (D)  even  though  at  the  time  of  issue  the 
Interest. in  such  bonds  was  tax-exempt  since 


the  prior  issue  must  be  one  which  qualified 
under  section  103(c)  (6)  (A) . 

Example  (16).  In  1968  city  G  makes  a 
valid  election  under  section  103(c)(6)(D) 
and  Issues  $4  million  of  industrial  develop¬ 
ment  bonds  which  qualifies  as  an  exempt 
small  issue.  In  1970,  by  reason  of  a  $2  milllcn 
addition  to  the  factory  built  with  the  pro¬ 
ceeds  of  the  $4  million  bond  issue,  the  ex¬ 
empt  small  issue  loses  its  tax-exempt  status. 

In  1971,  the  city  issues  a  $5  million  bond  to 
redeem  the  prior  1960  issue.  The  redemption 
issue  will  not  qualify  as  an  exempt  small  is¬ 
sue  since  the  prior  1968  issue  did  not  con¬ 
tinue  to  qualify  under  section  103(c)  (6)  (A) . 

Example  (17).  On  June  1,  1970,  city  H 
issues  $5  million  of  Industrial  development 
bonds  which  qualify  as  an  exempt  small  is¬ 
sue  under  section  103(c)  (6) .  The  proceeds  of 
the  exempt  small  issue  are  to  be  used  to 
build  an  office  building  for  corporation  U. 
On  June  2,  1973,  corp>oratlon  U  begins  to 
enlarge  the  building  at  a  cost  of  $2  million. 
The  tax-exempt  status  of  the  exempt  small 
issue  is  not  affected  by  the  capital  expen¬ 
diture  since  it  was  made  more  than  3  years 
after  the  date  of  issue  (June  1, 1970) . 

Example  (18).  The  facts  are  the  same  as 
in  example  (17)  except  that  (1)  the  city  is 
not  required  to  build  the  facilities  immedi¬ 
ately,  (2)  on  June  1,  1970,  the  proceeds  are 
retained  by  the  city,  and  (3)  the  city  does 
not  enter  into  a  contract  to  build  the  fa¬ 
cilities  until  January  15,  1973,  under  the 
terms  of  which  the  proceeds  of  the  June  1, 
1970,  exempt  small  issue  are  pledged  to  pay 
for  the  construction.  The  bonds  Issued  in 
1970  lose  their  exempt  small  status  on  June  1, 
1973,  since  the  sum  of  the  proceeds  of  the 
exempt  small  issue  ($5  million)  and  the  capi¬ 
tal  expenditures  made  within  3  years  from 
the  date  (June  2,  1973)  the  proceeds  of  such 
issue  were  actually  used,  exceed  $5  million. 

§  1.103—11  Transitional  provisions. 

(a)  In  general.  Section  103(c)  and 
§§  1.103-7  to  1.103-10  do  not  apply  with 
respect  to  any  obligation  issued  by  a 
governmental  unit  before  January  1, 
1969,  if  before  May  1,  1968,  any  one  of 
the  conditions  contained  in  paragraphs 
(b)  through  (e)  of  this  section  is  satis¬ 
fied.  For  purposes  of  this  section,  obliga¬ 
tions  are  considered  to  be  issued  on  the 
date  on  which  there  is  a  physical  delivery 
of  the  evidences  of  indebtedness  in  ex¬ 
change  for  the  amount  of  the  issue  price. 
For  example,  a  bond  issue  is  “issued” 
when  the  issuer  physically  exchanges  the 
bonds  for  the  underwriter’s  (or  other 
purchaser’s)  check.  Obligations  which 
are  taken  down  after  December  31,  1968, 
by  purchasers  pursuant  to  a  delayed  de¬ 
livery  agreement  with  the  issuer  are, 
therefore,  subject  to  the  rules  contained 
in  section  103(c)  and  §§  1.103-7  to 
1.103-10. 

(b)  Authorized  or  approved  by  govern¬ 
mental  unit.  The  interest  paid  on  any 
such  industrial  development  bond  is  not 
includable  in  gross  income  if,  before 
May  1,  1968,  the  issuance  of  the  obliga¬ 
tion  (or  the  project  in  connection  with 
which  the  proceeds  of  the  bond  issue  are 
to  be  used)  was  authorized  or  approved 
by  the  governing  body  of  the  govern¬ 
mental  imit  issuing  the  obligation  or  by 
the  voters  of  such  governmental  vmit. 
Therefore,  if  the  governing  body  of  the 
governmental  unit  issuing  industrial  de¬ 
velopment  bonds  has,  prior  to  May  1, 
1968,  adopted  a  resolution  or  an  ordi¬ 
nance  which  authorized  or  approved 
either  (1)  the  project  being  financed  or 


FEDERAL  REGISTER,  VOL.  34,  NO.  9 — TUESDAY,  JANUARY  14,  1969 

No.  9 - 4 


516 

(2)  the  bond  issue,  then  the  rules  of 
section  103(c)  and  §  1.103-7  do  not  ap¬ 
ply  to  the  bond  issue.  A  resolution  or  an 
ordinance  may  have,  for  example,  ap¬ 
proved  a  designated  project  and  author¬ 
ized  the  later  issuance  of  one  or  more 
series  of  bonds  to  finance  the  project. 
It  may  have  approved  the  submission  of 
a  particular  bond  issue  to  the  voters  for 
their  authorization.  Similarly,  if  prior  to 
May  1, 1968,  the  voters  of  a  governmental 
unit  have  approved  the  issuance  of  such 
bonds  for  a  designated  project,  section 
103(c)  and  paragraphs  (a)  through  (d) 
of  this  section  are  not  applicable  to  the 
bond  issue. 

(c)  Significant  financial  commitment 
by  governmental  unit.  The  interest  paid 
on  any  such  industrial  development  bond 
is  not  includible  in  gross  income  if,  before 
May  1,  1968,  a  governmental  imit  made 
a  significant  financial  commitment  in 
connection  with  the  issuance  of  such 
obligation,  with  the  use  of  the  proceeds 
to  be  derived  from  the  sale  of  such  obli¬ 
gation,  or  with  the  property  to  be  ac¬ 
quired  or  improved  wdth  such  proceeds. 
The  governmental  unit  making  the  sig¬ 
nificant  financial  commitment  with  re¬ 
spect  to  a  project  financed  by  the  pro¬ 
ceeds  of  an  industrial  development  bond 
issue  need  not  be  the  same  governmental 
unit  issuing  the  bonds.  For  example,  a 
significant  financial  commitment  may  be 
made  if  a  State  builds  access  roads  to 
a  project  in  one  of  its  counties  which 
will  issue  the  bonds.  Similarly,  if  a  city 
or  county  makes  a  significant  financial 
commitment  to  build  roads,  power  lines, 
or  sewer  lines  to  a  project  within  its 
jurisdiction  which  is  being  financed  by  a 
separate  governmental  unit,  such  as  an 
industrial  development  board,  the  con¬ 
dition  of  this  subparagraph  is  satisfied. 
For  purposes  of  this  subparagraph,  the 
term  “significant  financial  commitment” 
means  the  expenditure  of  (or  a  commit¬ 
ment  to  expend)  a  sizable  amount  of 
money.  The  amoimt  involved  need  not 
be  compared  to  the  size  of  the  financed 
project.  For  example,  a  commitment  to 
expend  $250,000  in  connection  with  a  $10 
million  project  would  be  considered 
significant. 

(d)  Expenditures  equal  to  20  percent 
of  bond  proceeds.  The  interest  paid  on 
any  such  industrial  development  bond  is 
not  includible  in  gross  income  if,  before 
May  1,  1968,  any  person  other  than  a 
governmental  unit  who  will  use  the  pro¬ 
ceeds  to  be  derived  from  the  sale  of  such 
obligation,  or  who  will  use  the  property 
to  be  acquired  or  improved  with  such 
proceeds,  has  expended  (or  has  entered 
into  a  binding  contract  to  expend),  for 
purposes  which  are  related  to  the  use 
of  such  proceeds  or  property,  an  amount 
equal  to  or  in  excess  of  20  percent  of  such 
proceeds.  A  prospective  user  of  the  pro¬ 
ceeds  of  an  industrial  development  bond 
issue,  or  property  to  be  acquired  with 
such  proceeds,  will  be  considered  to  have 
entered  into  a  binding  contract  to  expend 
money  for  purposes  related  to  the  project 
if  (1)  such  person  has  entered  into  a 
contract  for  fuel,  power,  water,  or  raw 
materials  and  (2)  any  conditions  to 
which  the  obligations  of  one  or  more 
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parties  to  such  contract  are  subject  are 
beyond  the  control  of  such  parties.  For 
example,  a  binding  contract  for  alumina 
entered  into  in  connection  with  the 
financing  of  an  aluminum  reduction  mill 
or  such  a  contract  to  purchase  timber 
land  in  connection  with  a  paper  mill  are 
contracts  related  to  the  use  of  the  fi¬ 
nanced  facility.  For  purposes  of  deter¬ 
mining  whether  the  expenditures  of  the 
prospective  user  are  equal  to  or  in  excess 
of  20  percent  of  the  bond  proceeds,  bind¬ 
ing  contracts  will  be  taken  into  account 
on  the  basis  of  the  amounts  to  be  ex¬ 
pended  over  the  term  of  the  contract. 

(e)  Approval  by  economic  development 
agency.  The  interest  paid  on  any  such 
industrial  development  bond  is  not  in¬ 
cludible  in  gross  income  if,  before  May  1, 
1968,  in  the  case  of  an  obligation  issued 
in  conjunction  with  a  project  where  fi¬ 
nancial  assistance  will  be  provided  by  a 
governmental  agency  concerned  with 
economic  development,  such  agency  has 
approved  the  project  or  an  application 
for  financial  assistance  is  pending.  For 
purposes  of  this  subparagraph,  the  term 
“financial  assistance”  includes  a  guar¬ 
anty  by  the  agency  of  the  payment  of  the 
principal  and  interest  on  an  obligation 
by  a  governmental  unit  as  well  as  direct 
financial  aid  such  as  a  loan  or  grant-in- 
aid  made  by  the  governmental  unit.  For 
example,  section  103(c)  and  §  1.103-7  do 
not  apply  if  the  Federal  Economic  De¬ 
velopment  Administration  has  approved 
a  grant  in  connection  with  a  project  to 
be  financed  by  industrial  development 
bonds.  Similarly,  where  a  State  agency 
has  approved  a  project  and  the  agency 
has  guaranteed  the  payment  of  the  prin¬ 
cipal  and  interest  on  the  bonds,  those 


rules  do  not  apply.  The  governmental 
unit  concerned  with  economic  develop¬ 
ment  may  be  a  Federal,  State,  or  local 
agency.  TTie  financial  assistance  extended 
need- not  be  directly  either  to  the  gov¬ 
ernmental  unit  issuing  the  industrial  de¬ 
velopment  bonds  or  to  the  person  who 
will  use  the  property  acquired  or  con¬ 
structed  with  the  bond  proceeds.  It  is 
sufficient  that  the  assistance  extended 
be  in  conjunction  with  a  project  which 
includes  the  property  in  respect  of  which 
the  bonds  are  issued. 

(P.R.  Doc.  69-433;  Piled,  Jan.  13,  1969; 

8:47  a.m.J 

DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
[  21  CFR  Part  138  1 
DRUGS 

Proposed  Additional  Official  Names 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Xlosmetic  Act  (sec. 
508,  76  Stat.  1789:  21  U.S.C.  358)  and  the 
administrative  procedure  provisions  of  5 
U.S.C.  552  (80  Stat.  383,  as  amended  81 
Stat.  54)  and  imder  authority  delegated 
to  him  (21  CFR  2.120) ,  the  Commissioner 
of  Food  and  Drugs  proposes  that  §  138.2 
be  amended  by  alphabetically  inserting 
the  following  items  as  official  names  for 
drugs: 

§138.2  Drugs;  official  names. 


OITicial  name 


Cliemical  name  or  description 


Molecular  formula 


Alexidine. 

Alpestone. 

Aranotin. 


Bendaz.ac . 

Benzetimide.... 
Bisobrin . 

Bromliexine.... 

Carbamazepine. 

Clonidine . . 

Clorazepic  acid. 

Cloxacillin . . 


Cycloguanil... 

Cyproquinate. 

Cytarabine... 

Dicloxaciliin.. 


Diflumidone.... 

Dilluprednate.. 

Doxepin . 

Droperidol . 

Dydrogestcrone. 

Fantridone _ 

Flunidazole . 

Fospirate . 

Hoquizil . . 

Ipronidazole  ... 

Levodopa . 

Mestranol . 

Mesuprine . 

Metformin _ 

Metbyldopa . 

Metolazone . 


l,l'-nexametbylenebis[5-(2-ethylhexyl)b'!guanidc] . CmTIsoNio 

16a,17-l)ihydroxyprepn-4-ene-3,20-dione.  . .  CjiIIsoO* 

.5,5a,13,13a-Tetraliydro-5,13-diliydroxy-8//,16//-7a,15a-opidithio-  CmHisNjOtSj 

7//,15//-bisoxepino[3',4':4,.5]pyrrolo[l,2  a:  l',2'-(i]pyrazine-7,15- 
dione-5-aeetate. 

[(l-Benzyl-l/f-indazol-3-yl)oxy]acetic  acid.. . CuHuNjOi 

2-(l-Benzyl-4-i)iperidyl)-2-phenylelntarimide- .  C23IIMN2O1 

l,r-Tetrametliylenebisll,2,3,4-tetraliydro-6,7-dimetIioxyiso-  C2»Il3«N204 

quiiwline]. 

3,.5-l)ibromo-A'a-cyclohexyl-JVa-methyltoluone-a, 2-diamino . CnnioBr2N2 

5//-I>ibenzl6,/]-azepine-5-carboxamido . Ci5ni2N20 

2-(2,6-I)ichioroaniiino)-2-imidazoline . CtlljChNa 

7-Cbloro-2,3-ditiydro-2,2-diliydroxy-5-phenyl-l//-l,4-  CHII11CIN2O4 

benzodiazepinc-3-carlx>xylic  acid. 

6-[3-(o-Chloroptienyl)-,'i-methyl-4-isoxazolecarboxamido]-3,3-  CijTIisClNsOsS 

dimethyl-7-oxo-4-tliia-l-azabicyclo[3.2.0]heptanc-2-carboxylic 
acid. 

4,6-Diamino-l-(p-cldorophenyl)-l,2-dihydro-2,2-dimctIiyl-*-  CnUuClNs 

triazine. 

Etliyl  6,7-bis(cyclopropylmethoxy)-4-hydroxy-3-quinolino-  CaoITaaNO} 

carboxylate. 

1-Arabinofuranosylcytosine .  CsIIisNsOs 

6- 13-(2,6-r)ichlorophenyl)-.5-methyl-4-isoxazolecarboxamido]^,3-  CijlInChNjOjS 

dimethyl-7-oxo-4-thia-l-azabicyclo[3.2.0]heptane-2-carboxylic 

acid. 

3'-Benzoyl-l,l-dinuoromethanesulfonanilide .  CMlIiiFaNOjS 

6a,9-Difluoro-liP,17,21-trihydroxyprepna-l,4-diene-3,20-dione  21-  C27UMF2O7 

acetate  17-butyrate. 

A'',AMimethyldibenzl6,e]oxepin-All(6II),7-propylamine- .  CijIIaiNO 

1- ll-[3-(p-Fiiiorobenzoyi)propyl]-l,2,3,6-tetrahydro-4-pyridyl]-2-  C22n22FN302 

benzimidazolinone. 

9fl,10a-l’reRna-4,6-dlene-3,20-dione .  021112802 

5-I3-(nimethylamino)propyl]-6-(5f/)-phenanthridone .  CigIl2oN20 

2- (p-Fiuorophenyl)-5-nitroimidazole-l-ethano! . C11U10FN3O3 

Dimethyl  3,5,(>-trichloro-2-pyridyl  phosphate .  CiILChNOiP 

2-IIydroxy-2-methylpropyl-4-(6,7-dimethoxy-4-Quinazolinyl)-l-  CuIl2«N405 

piperazinecarboxylate. 

2- Isopropyl-l-metliyl-5-nitroimidazole . .  CTHnNsOa 

(— )-3-(3,4-Dihydroxyphenyl)-/--alanine .  CtHnNO* 

3- Methoxy-19-nor-17a-pref!na-l,3,S(10)-trien-20-yn-17-ol. . C2iH:«02 

2'-Hydroxy-5'-[l-hydroxy-2-](p-methoxyphenethyl)aminol  propyl]  CuH2«N205S 

methanesulfonanilide. 

l,l-I)imethylbiguanidc . - . CiIInNs 

(— )-3-(3,4-I)ihydroxyphenyl)-2-mcthylalanine .  CioUuNOi 

7- Chloro-l,2,3,4-tetrahydro-2-mcthyl-4-oxo-3-o-tolyl-6-qulnazollne-  Cuni«CIN30iS 
sulfonamide. 
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OfTicial  name  Chemical  name  or  description  Molecular  formula 


Nalhiiphine .  17-(Cyclobutylmethyl)-4,5a-epoxymorphlnan-3,6o,14-trlol.-- . CaHirNO^ 

Naranol .  8,9,10,ll,lla,12-llexahydro-8,10-dimethyl-7a//-naphtho[l',2':5,6]  CislInNOj 

pyraiiol3,2-c][)yridin-7a-ol. 

Nisobamate . Isopropylacarl)amic  acid  ester  with  2-(hydroxymethyl)-2,3-di-  Ci3nMN204 

mctiiylpontyl  carbamate. 

Norethindrone . 17-lIydroxy-19-nor-17a-precn-4-€n-20-yn-3-one- .  CmTImO} 

i’iquizil .  Isol)Utyl  4-(fi,7-dimcthoxy-4-quinazoliiiyl)-l-piperazinecarboxylate.  CnIIaNiO* 

i’olacrilin  potassium.  The  potassium  salt  of  a  synthetic  ion-exchange  resin  derived . 

tlirougli  the  coiwlymerization  of  methacrylic  acid  and  divinyl- 
iH'nzene. 

Piilfameter . N'-(5-Methoxy-2-pyrimidinyl)sulfanilamide .  C11II12N4O3S 

Pulfamoxole . JV>-(4,s.i)iiiicthyl-2-oxazolyl)sulfanilamido..- . CiiilisNsOsS 

S'llfazamet . Ni(3-Methyl-l-pheiiylpyrazol-5-yl)sulfanilamidp . . Cijlli«N402S 

Tinidazoie . l-[2-(Ethylsulfonyl)ethyi)-2-mcthyl-5-nitroiinidazole . C8II13N3O4S 

Triflumidate .  Ethyl  m-benzoyl-A’^-[(tnfluoromethyl)sulfonyll  carbanilatc . CrlluEsNOiS 


Any  interested  person  may,  within  30 
days  from  the  date  of  publication  of  this 
notice  in  the  Federal  Register,  file  with 
the  Hearing  Clerk,  Department  of 
Health,  Education,  and  Welfare,  Room 
5440,  330  Independence  Avenue  SW., 
Washington,  D.C.  20201,  written  com¬ 
ments  (preferably  in  quintuplicate)  re¬ 
garding  this  proposal.  Comments  may  be 
accompanied  by  a  memorandum  or  brief 
in  support  thereof. 

Dated:  January  3,  1969. 

WiNTON  B.  Rankin, 

Deputy  Commissioner  of 

Food  and  Drugs. 

[F.B.  Doc.  68-389:  Plied,  Jan.  13,  1969; 
8:45  a.m.] 

FEDERAL  COMMUNICATIONS 
COMMISSION 

E  47  CFR  Part  74  1 

[Docket  No.  18397;  FCC  69-4] 

COMMUNITY  ANTENNA  TELEVISION 
SYSTEMS 

Order  Regarding  Development  of 

Communications  Technology  and 

Services 

In  the  matter  of  amendment  of  Part 
74,  Subpart  K,  of  the  Commission’s  rules 
and  regulations  relative  to  community 
antenna  television  systems;  and  inquiry 
into  the  development  of  communications 
technology  and  services  to  formulate 
regulatory  policy  and  rule  making  and/or 
legislative  proposals,  Etocket  No.  18397. 

1.  The  Commission’s  notice  of  pro¬ 
posed  rule  making  and  notice  of  inquiry 
herein,  released  on  December  13,  1968 
(FCC  68-1176,  33  F.R.  19028),  provided 
in  paragraph  65  that  interested  persons 
would  be  accorded  an  opportunity  to 
make  oral  presentations  during  the  latter 
part  of  January,  1969  on  the  matters  at 
issue  in  Parts  HI  and  IV  and  on  the 
interim  processing  procedures.  The  Com¬ 
mission  contemplated  that  oral  presen¬ 
tations  might  be  made  by  interested  per¬ 
sons  (or  their  attorneys),  such  as  those 
from  CA'TV,  broadcasting,  common  car¬ 
riers,  film  producers,  copyright  owners, 
city  and  State  franchising  and  regula¬ 
tory  entities,  and  the  public,  with  whose 
interest  we  are  basically  concerned.  Since 
the  number  and  identity  of  such  persons 
are  not  presently  known,  the  Commission 
will  adopt  the  following  procedure. 


2.  We  are  proposing  to  hear  oral  pres¬ 
entations  for  2  days  on  February  3  and 
4,  1969,  and  to  allocate  blocks  of  time 
equitably  to  major  interested  groups.' 
Persons  desiring  to  make  oral  presenta¬ 
tions  will  be  required  to  file,  within  5 
days  after  the  release  date  of  this  order, 
a  written  notice  of  intention  to  appear 
and  participate,  which  shall  also  give 
sufficient  indication  of  the  nature  of  the 
interest  to  permit  appropriate  grouping. 
The  Commission  will  by  further  order 
designate  the  persons  included  in  each 
group  and  the  amount  of  time  allocated 
to  the  group.  Within  each  designated 
group,  the  parties  may  specify  the  time 
allotted  each  for  oral  presentation.  If 
agreement  as  to  the  allocation  of  time 
within  each  group  is  reached,  the  Com¬ 
mission  shall  be  advised  of  the  provi¬ 
sions  thereof  at  least  5  calendar  days 
prior  to  the  date  of  oral  presentation. 
If  agreement  as  to  the  allocation  of  time 
within  any  group  cannot  be  reached,  the 
Commission  shall  be  notified  at  least 
5  calendar  days  prior  to  the  date  of  oral 
argument:  the  Commission  will  itself 
allot  a  period  of  time  to  each  of  the 
parties  within  such  group.  We  urge  the 
interested  persons,  however,  to  make 
every  effort  to  reach  an  understanding 
as  to  allocation  of  time.  We  have  adopted 
the  early  February  dates  (rather  than 
the  latter  part  of  January)  and  the 
above  procedures,  to  commence  from  the 
release  date  of  this  order,  because  of 
the  possible  complexities  of  working  out 
the  time  arrangements. 

3.  Accordingly,  it  is  ordered.  That  oral 
argument  is  scheduled  before  the  Com¬ 
mission,  en  banc,  beginning  February  3, 
1969,  at  9  a.m.  Persons  desiring  to  make 
oral  presentations  shall  file,  within  5 
days  after  the  release  date  of  this  order, 
a  written  notice  of  intention  to  appear 
and  participate,  which'  shall  also  give 
suflBcient  indication  of  the  nature  of 
the  interest  to  permit  the  Commission  to 
divide  the  participating  parties  into 
groups. 

Adopted;  January  8, 1969. 

Released:  January  9, 1969. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Secretary. 

[F.R.  Doc.  69-437;  Filed,  Jan.  13,  1969; 
8:47  a.m.] 


1  There  may,  of  course,  be  a  “miscellaneous” 
group  to  accommodate  those  who  do  not 
appear  to  belong  to  any  particular  group. 
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E47  CFR  Parts  81,  83  1 

[Docket  No.  18415;  FCC  69-8] 

MARITIME  MOBILE  SERVICE 
Use  of  ITU  Manual 

In  the  matter  of  amendment  of  Parts 
81  and  83  to  include  provision  for  the 
ITU  Manual  for  use  by  the  Maritime 
Mobile  Service  in  the  list  of  service  docu¬ 
ments  which  shall  be  provided  at  spec¬ 
ified  categories  of  coast  and  ship 
stations. 

1.  'The  World  Administrative  Radio 
Conference  on  marine  matters  (WARC) , 
Geneva,  1967,  made  major  revisions  to 
the  International  Radio  Regulations, 
Geneva,  1959,  as  they  relate  to  use  of 
radio  by  the  Maritime  Mobile  Service. 
The  International  Radio  Regulations,  as 
revised  Geneva,  1967  (IRR) ,  requires 
among  other  things  that  beginning 
April  1,  1969,  a  new  manual  entitled 
“Manual  for  Use  by  the  Maritime  Mobile 
Service’’  be  carried  by  all  compulsorily  or 
voluntarily  fitted  radiotelegraph  ship 
stations.  In  the  case  of  compulsorily  fitted 
radiotelephone  ship  stations  the  IRR 
provides  an  option  so  that  after  April  1, 
1969,  either  the  IRR  (plus  Additional 
Radio  Regulations) ,  or  the  Manual  must 
be  carried. 

2.  The  Manual  for  Use  by  the  Mari¬ 
time  Mobile  Service  combines  under  one 
cover  those  provisions  of  the  Radio  Reg¬ 
ulations  (including  appendices  thereto) 
and  the  Additional  Radio  Regulations,  as 
revised  by  the  World  Administrative 
Radio  Conference,  Geneva,  1967;  the 
Telegraph  Regulations  and  the  Tele¬ 
phone  Regulations:  and  the  Interna¬ 
tional  Telecommunication  Convention, 
which  are  applicable  or  useful  to  sta¬ 
tions  in  the  Maritime  Mobile  Service. 

3.  In  this  notice  the  Commission  is 
proposing  amendment  of  its  rules  to 
bring  them  in  to  acccord  with  the  WARC 
revisions  of  the  IRR;  however,  it  is  pro¬ 
posed  that  the  compulsorily  equipped 
radiotelephone  ship  stations,  as  well  as 
the  radiotelegraph  ship  stations,  be 
required  to  carry  the  “Manual”  after 
April  1,  1969.  In  addition,  the  Commis¬ 
sion’s  rules  now  require  that  coast  sta¬ 
tions  shall  be  provided  with  various  types 
of  station  documents.  The  amendments 
proposed  herein  would  substitute  the 
Manual  for  the  presently  required  IRR. 
The  categories  of  coast  stations  and  ship 
stations  affected  by  the  proposed  revi¬ 
sion,  together  with  the  applicable  rule 
section  are  as  follows: 

Part  81.  Section  81.313(a)  (7) :  Class  I 
public  coast  stations,  and  Class  H  public 
coast  stations  that  provide  communica¬ 
tion  with  ocean  going  vessels; 

Section  81.213(a)  (6) :  All  public  coast 
stations  using  telegraphy; 

Section  81.213(b):  All  limited  coast 
stations  using  telegraphy; 

Part  83.  Section  83.329(a)(8);  Com¬ 
pulsorily  fitted  radio  telegraph  ship 
stations : 

Section  83.329(b) ;  All  radiotelegraph 
ship  stations  not  compulsorily  fitted  with 
a  radiotelegraph  installation:  and 


14,  1969 


518 


PROPOSED  RULE  MAKING 


Section  83.367(a)(5):  Ship  radiotele¬ 
phone  stations  subject  to  the  radio  pro¬ 
visions  of  the  Safety  Convention. 

4.  As  an  ancillary  matter  in  regard 
to  paragraph  (a)  (9)  and  (10)  of  §  83.- 
329,  it  is  proposed  to  delete  subparagraph 
(9)  and  renumber  (10)  as  (9) .  The  dele¬ 
tion  of  paragraph  (a)  (9),  which  requires 
the  keeping  of  telegraph  tariffs,  is 
deemed  appropriate,  since  the  List  of 
Coast  Stations,  a  required  document 
under  (a)(5)  of  this  section,  includes 
telegraph  tariffs  to  be  assessd  by  the 
respective  coast  stations. 

5.  The  WARC  further  amended  Ap¬ 
pendix  11  to  the  IRR,  as  it  applies  to 
compulsorily  fitted  ship  stations,  to 
make  optional  the  carriage  of  the  sup- 
plement(s)  to  the  (ITU)  List  of  Ship 
Stations.  It  would  appear  that  the  avail¬ 
ability  of  the  supplement  (s)  to  the  List 
of  Ship  Stations  to  radio  operating  per¬ 
sonnel  aboard  this  category  of  vessel 
would  provide  useful  information  and, 
thereby,  would  facilitate  their  capability 
to  do  a  better  job.  Accordingly,  it  is  pro¬ 
posed  to  continue  this  requirement. 

6.  In  regard  to  the  effective  date  of 
the  amendments  set  forth  below,  the 
Pinal  Acts  of  the  WARC  provide  that  the 
revisions  to  the  Radio  Regulations 
adopted  by  the  WARC,  which  includes 
Appendix  11,  shall  come  into  force  on 
April  1, 1969.  Thus  use  of  the  Manual  for 
Use  by  the  Maritime  Mobile  Service,  as 
part  of  Appendix  11,  would  come  into 
force  on  April  1,  1969.  Therefore,  the 
Commission  is  proposing  that  the 
amendments  set  forth  below  become  ef¬ 
fective  on  April  1, 1969. 

7.  The  “Manual  for  Use  by  the  Mari¬ 
time  Mobile  Service”  may  be  obtained 
from  the  General  Secretariat,  Interna¬ 
tional  Telecommunication  Union,  Ge¬ 
neva,  Switzerland.  The  price  of  the  Man¬ 
ual  is  11. — Swiss  francs  (approximately 
$2.75). 


8.  The  proposed  amendments  to  the 
rules  are  issued  pursuant  to  the  author¬ 
ity  contained  in  sections  4(i)  and  303  (r) 
of  the  Commimications  Act  of  1934,  as 
amended. 

9.  Pursuant  to  applicable  procedures 
set  forth  in  §  1.415  of  the  Commission’s 
rules,  interested  persons  may  file  com¬ 
ments  on  or  before  February  14,  1969, 
and  reply  comments  on  or  before  Feb¬ 
ruary  24,  1969.  All  relevant  and  timely 
comments  and  reply  comments  will  be 
considered  by  the  Commission  before 
final  action  is  taken  in  this  proceeding. 
In  reaching  its  decision  in  this  proceed¬ 
ing,  the  Commission  may  also  take  into 
account  other  relevant  information  be¬ 
fore  it,  in  addition  to  the  specific  com¬ 
ments  invited  by  this  notice. 

10.  In  accordance  with  the  provisions 
of  §  1.419  of  the  Commission’s  rules,  an 
original  and  14  copies  of  all  statements, 
briefs,  or  comments  filed  shall  be  fur¬ 
nished  the  Commission. 

Adopted:  January  8, 1969. 

Released:  January  10, 1969. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Secretary. 

A.  Part  81,  Stations  on  Land  in  the 
Maritime  Services,  is  amended  as  fol¬ 
lows; 

1.  In  §  81.213,  subparagraph  (6)  of 
paragraph  (a)  is  amended  to  read  as 
follows: 

§81.213  Station  doeuiiient»«. 

(а)  *  *  * 

(б)  The  Manual  for  Use  by  the  Mari¬ 
time  Mobile  Service,  published  by  the  In¬ 
ternational  Telecommunication  Union, 
Geneva. 


2.  In  §  61.313,  subparagraph  (7)  of 
paragraph  (a)  is  amended  to  read  as  fol¬ 
lows: 

§81.313  Station  documents. 

(a)  *  *  * 

(7)  The  Manual  for  Use  by  the  Mari¬ 
time  Mobile  Service,  published  by  the  In¬ 
ternational  Telecommunication  Union, 
Geneva. 

*  «  *  «  * 

B.  Part  83,  Stations  on  Shipboard  in 
the  Maritime  Services,  is  amended  to 
read  as  follows: 

1.  In  §  83.329,  subparagraph  (8)  of 

paragraph  (a)  is  amended;  subpara¬ 
graph  (9)  of  paragraph  (a)  is  deleted; 
and  subparagraph  (10)  of  paragraph  (a) 
is  renumbered  (9) ,  and  paragraph  (b)  is 
amended  to  read  as  follows:  - 

§  83.329  Station  documents. 

(a)  *  *  * 

(8)  The  Manual  for  use  by  the  Mari¬ 
time  Mobile  Service,  published  by  the  In¬ 
ternational  Telecommimication  Union, 
Geneva; 

(9)  Part  83  of  this  chapter. 

(b)  All  ship  stations  on  board  ships 
not  compulsorily  fitted  with  a  radiotele¬ 
graph  installation,  but  using  telegraphy, 
shall  be  provided  with  the  documents 
prescribed  by  subparagraphs  (1),  (2), 
(3),  (4),  (5),  (6),  (8)  and  (9)  of  para¬ 
graph  (a)  of  this  section. 

«  «  *  «  « 

2.  In  §  83.367,  subparagraph  (5)  of 

paragraph  (a)  is  amended  to  read  as 
follows:  , 

§  83.367  Station  documents. 

(a)  *  •  * 

(5)  The  Manual  for  Use  by  the  Mari¬ 
time  Mobile  Service,  published  by  the  In¬ 
ternational  Telecommunication  Union, 
Geneva. 

[P.R.  Doc.  69-438:  Piled,  Jan.  13,  1969; 

8:47  a.m.] 
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Notices 


DEPARTMENT  OF  STATE 

Agency  for  International  Development 

ASSOCIATE  ASSISTANT  ADMINISTRA¬ 
TOR,  OFFICE  OF  PRIVATE  RE¬ 
SOURCES,  ET  AL. 

Redelegation  of  Authority  Regarding 

Investment  Surveys,  Investment 

Guaranties  and  Loans 

(1)  Piirsuant  to  the  authority  dele¬ 
gated  to  me,  I  hereby  redelegate  to  Wil¬ 
liam  G.  Carter,  Associate  Assistant 
Administrator,  Office  of  Private  Re¬ 
sources,  to  the  extent  consistent  with 
law,  all  the  authorities  now  or  hereafter 
delegated  to  or  conferred  upon  me, 
including  without  limitation  those  au¬ 
thorities  conferred  by  Delegations  of 
Authority  Nos  33  and  39  and  by  other 
A.I.D.  delegations  of  authorities,  reg¬ 
ulations,  manual  orders,  notices,  or  other 
documents,  by  law  or  by  any  competent 
authority. 

(2)  Pursuant  to  the  authority  dele¬ 
gated  to  me  by  Delegation  of  Authority 
No.  33,  as  amended,  from  the  Adminis¬ 
trator  of  A.I.D.,  dated  February  3,  1964 
(29  F.R.  2430),  and  Delegation  of  Au¬ 
thority  No.  39,  as  amended,  from  the 
Administrator  of  A.I.D.,  dated  April  3, 
1964  (29  F.R.  5355),  I  hereby  redelegate 
authority  as  follows: 

(a)  To  the  Managing  Director,  Pri¬ 
vate  Investment  Center, 

(i)  To  authorize  and  issue  investment 
guaranties  under  section  221(b)(1)  of 
the  Foreign  Assistance  Act  of  1961,  as 
amended,  22  U.S.C.  section  2181(b)(1); 
covering  investments  (1)  which  take  the 
form  of  royalties  or  (2)  which,  as  de¬ 
scribed  in  the  Special  Terms  and  Condi¬ 
tions  of  such  guaranty  contracts,  do  not 
exceed  $10,000,000  for  each  such  invest¬ 
ment,  and  in  connection  therewith  to 
exercise  all  related  functions  and  to 
make  all  related  approvals  and  deter¬ 
minations  as  are  deemed  necessary  or 
desirable  provided  in  sections  221(a), 
221(b),  221(c),  and  222(g)  of  the  said 
Act,  22  U.S.C.  sections  2181(a),  2181(b), 
2181(c),  and  2182(g),  and 

(ii)  To  amend  and  consent  to  the  as¬ 
signment  of  any  investment  guaranty 
issued  under  section  221(b)(1)  of  the 
Foreign  Assistance  Act  of  1961,  22  U.S.C. 
section  2181(b)  (1),  section  413(b)  (4)  of 
the  Mutual  Security  Act  of  1954,  or  sec¬ 
tion  111(b)  (3)  of  the  Economic  Coopera¬ 
tion  Act  of  1948,  all  as  originally  enacted 
and  as  amended,  provided  that  such 
amendment  does  not  increase  the 
amount  of  investment  covered  by  such 
guaranty  by  more  than  $10,000,000,  and 

(iii)  To  authorize  and  issue  invest¬ 
ment  guaranties  under  section  221(b) 
(2)  (B)  and  (C)  of  the  Foreign  Assist¬ 
ance  Act  of  1961,  as  amended,  22  U.S.C. 
section  2181(b)(2)  (B)  and  (C),  except 
for  countries  or  areas  within  the  respon¬ 


sibility  of  the  Assistant  Administrator 
for  Latin  America,  covering  investments 
which,  as  described  in  such  guaranty 
contracts,  do  not  exceed  $2,500,000,  and 
in  connection  therewith  to  exercise  all 
related  functions  and  to  make  all  related 
approvals  and  determinations  as  are 
deemed  necessary  or  desirable  provided 
in  sections  221(a),  221(b),  221(c),  and 
222(g)  of  the  said  Act,  22  U.S.C.  sections 
2181(a),  2181(b),  2181(c),  and  2182(g), 
and 

(iv)  To  amend  and  consent  to  the  as¬ 
signment  of  any  investment  guaranty 
issued  under  section  221(b)(2)  (B)  or 
(C)  of  the  Foreign  Assistance  Act  of 
1961,  as  amended,  22  U.S.C.  section  2181 
(b)  (2)  (B)  or  (C)  or  section  202(b)  of 
the  Mutual  Security  Act  of  1954,  except 
for  countries  or  areas  within  the  respon¬ 
sibility  of  the  Assistant  Administrator 
for  Latin  America,  provided  such  amend¬ 
ment  does  not  increase  the  amount  of 
investment  covered  by  such  guaranty  by 
more  than  $2,500,000,  and 

(v)  To  authorize,  negotiate,  execute, 
amend  and  implement  loan  agreements 
udth  private  borrowers  in  which  there  is 
U.S.  private  investment  under  section 
201  of  the  Foreign  Assistance  Act  of  1961, 
as  amended,  22  U.S.C.  section  2161,  ex¬ 
cept  for  countries  or  areas  within  the 
responsibility  of  the  Assistant  Adminis¬ 
trator  for  Latin  America,  for  loans  or 
increases  thereof  which,  as  described  in 
such  loan  agreement  or  amendments 
thereto,  do  not  exceed  $2,500,000  for  each 
such  loan  or  increase,  and  in  connection 
therewith  to  authorize,  negotiate,  exe¬ 
cute,  amend  and  implement  other  re¬ 
lated  agreements  and  to  exercise  all 
related  functions  and  to  make  all  related 
approvals  and  determinations  as  are 
deemed  necessary  or  desirable,  and 

(vi)  To  authorize,  negotiate,  execute, 
amend  and  implement  loan  agreements 
imder  section  104  (e)  and  (f)  of  the  Ag¬ 
ricultural  Trade  Development  and  As¬ 
sistance  Act  of  1954,  as  amended,  7  U.S.C. 
section  1704  (e)  and  (f) ,  except  for 
countries  or  areas  within  the  responsi¬ 
bility  of  the  Assistant  Administrator  for 
Latin  America,  for  loans  or  increases 
thereof  which,  as  described  in  such  loan 
agreements  or  amendments  thereto,  do 
not  exceed  $2,500,000  for  each  such  loan 
or  increase,  and  in  connection  therewith 
to  authorize,  negotiate,  execute,  amend 
and  implement  other  related  agree¬ 
ments,  and  to  exercise  all  related  func¬ 
tions  and  to  make  all  related  approvals 
and  determinations  as  are  deemed 
necessary  or  desirable,  and 

(vii)  To  participate  in  financing  sur¬ 
veys  of  investment  opportunities  under 
section  231  of  the  Foreign  Assistance  Act 
of  1961,  as  amended,  22  U.S.C.  section 
2191,  and  in  connection  therewith  to 
make  the  determinations  and  exercise 
the  functions  provided  for  in  said  section 
231, 22  U.S.C.  section  2191; 


(b)  To  the  Director,  Insurance 
Division, 

(i)  To  authorize  and  issue  investment 
guaranties  under  section  221(b)(1)  of 
the  Foreign  Assistance  Act  of  1961,  as 
amended,  22  U.S.C.  section  2181(b)(1), 
covering  investments  (1)  which  take  the 
form  of  royalties  or  (2)  which,  as  de¬ 
scribed  in  the  Special  Terms  and  Con¬ 
ditions  of  such  guaranty  contracts,  do 
not  exceed  $10,000,000  for  each  such  in- 
ve.stment,  and  in  connection  therewith 
to  exercise  all  related  functions  and  to 
make  all  related  approvals  and  determi¬ 
nations  as  are  deemed  necessary  or  de¬ 
sirable  provided  in  sections  221(a), 
221(b),  221(c),  and  222(g)  of  the  said 
Act,  22  U.S.C.  sections  2181(a),  2181(b), 
2181(c) ,  and  2182(g) ,  and 

(ii)  To  amend  and  consent  to  the  as¬ 
signment  of  any  investment  guaranty 
issued  under  section  221(b)(1)  of  the 
Foreign  Assistance  Act  of  1961,  22  U.S.C. 
section  2181(b)(1),  section  413(b)(4)  of 
the  Mutual  Security  Act  of  1954,  or  sec¬ 
tion  111(b)  (3)  of  the  Economic  Coopera¬ 
tion  Act  of  1948,  all  as  originally  enacted 
and  as  amended,  provided  that  such 
amendment  does  not  increase  the 
amount  of  investment  covered  by  such 
guaranty  by  more  than  $10,000,000,  and 

(iii)  To  participate,  in  an  amount  not 
to  exceed  $50,000,  in  financing  surveys 
of  investment  opportunities  under  sec¬ 
tion  231  of  the  Foreign  Assistance  Act  of 
1961,  as  amended,  22  U.S.C.  section  2191, 
and  in  connection  therewith  to  make  the 
determinations  and  exercise  the  func¬ 
tions  provided  for  in  said  section  231, 
22  U.S.C.  section  2191;  provided  that  if 
the  function  being  exercised  is  one  of 
amending  the  Investment  survey  terms, 
such  amendment  may  not  increase 
A.I.D.’s  participation  above  $50,000; 

(c)  To  the  Associate  Director,  Insur¬ 
ance  Division,  to  consent  to  assignments 
of  any  contract  of  guaranty  issued  under 
section  221(b)  (1)  of  the  Foreign  Assist¬ 
ance  Act  of  1961,  as  amended,  22  U.S.C, 
section  218(b)(1),  under  section  413(b) 
(4)  of  the  Mutual  Security  Act  of  1954 
or  section  111(b)(3)  of  the  Economic 
Cooperation  Act  of  1948,  all  as  originally 
enacted  and  as  amended,  provided  such 
assignments  run  to  entities  eligible  to 
be  issued  investment  guaranties  under 
the  legislation  in  force  at  the  time  of  the 
assignment ; 

(d)  To  the  Associate  Director,  Insur¬ 
ance  Division  and  concurrently  to  the 
Chief,  International  Loan  Branch,  Ac¬ 
counting  Division,  to  issue  written  notice 
of  delinquency  to  any  investor  who  has 
failed  to  pay  any  fee  due  under  any  con¬ 
tract  of  guaranty  issued  under  section 
221(b)  (1)  of  the  Foreign  Assistance  Act 
of  1961,  as  amended,  22  U.S.C.  section 
2181(b)(1),  under  section  413(b)(4)  of 
the  Mutual  Security  Act  of  1954,  or  under 
section  111(b)(3)  of  the  Economic  Co¬ 
operation  Act  of  1948,  all  as  originally 
enacted  and  as  amended; 
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(e)  To  the  Associate  Director,  Insur¬ 
ance  Division,  to  cancel  any  contract  of 
guaranty  when  the  investor  covered 
thereunder  has  failed  to  pay  the  delin¬ 
quent  fee  thereon  within  thirty  (30)  days 
following  written  notice  of  deliquency; 

(f)  To  the  Chief,  Administration 
Branch,  Finance  Division  to  amend  in¬ 
vestment  guaranties  to  modify  the  re¬ 
porting  requirements  thereunder  and  to 
determine  and  certify  reimbursement 
rights  of  surveyors  pursuant  to  A.I.D. 
financing  of  investment  opportunities 
under  section  231  of  the  Foreign  Assist¬ 
ance  Act  of  1961,  as  amended,  22  U.S.C. 
section  2191; 

(g)  To  the  Chief,  Latin  America — 
Africa  Branch,  Insurance  Division,  and 
to  the  Chief,  Near  East — South  Asia — 
East  Asia — Vietnam  Branch,  Insurance 
Division,  each  severally  for  the  countries 
and  areas  within  the  jurisdiction  of  each 
of  them ; 

(i)  To  authorize  and  issue  investment 
guaranties  under  section  221(b)(1)  of 
the  Foreign  Assistance  Act  of  1961,  as 
amended,  22  U.S.C.  section  2181(b)(1), 
covering  investments  in  Latin  America, 
Africa,  Near  East — South  Asia,  East 
Asia,  or  Vietnam  (i)  which  take  the  form 
of  royalties  or  (2)  which,  as  described 
in  the  Special  Terms  and  Conditions  of 
such  guaranty  contracts,  do  not  exceed 
$200,000  for  each  such  investment,  and  in 
connection  therewith  t(y  exercise  all  re¬ 
lated  functions  and  to  make  all  related 
approvals  and  determinations  provided 
in  sections  221(a),  221(b),  221(c),  and 
222(g)  of  the  said  Act,  22  U.S.C.  sections 
2181(a),  2181(b),  2181(c),  and  2182(g), 
and 

(ii)  To  amend  and  consent  to  the  as¬ 
signment  of  any  investment  guaranty 
issued  under  section  221(b)(1)  of  the 
Foreign  Assistance  Act  of  1961,  22  U.S.C. 
section  2181(b)  (1),  section  413(b)  (4)  of 
the  Mutual  Security  Act  of  1954,  or  sec¬ 
tion  111(b)(3)  of  the  Economic  Coop¬ 
eration  Act  of  1948,  all  as  originally 
enacted  and  as  amended,  provided  that 
such  amendment  does  not  increase  the 
amoimt  of  investment  covered  by  such 
guaranty  by  more  than  $200,000; 

(h)  To  the  Director,  Finance  Division, 

(i)  To  authorize  and  issue  investment 
guaranties  imder  section  221(b)(2)  (B) 
and  (C)  of  the  Foreign  Assistance  Act 
of  1961,  as  amended,  22  UB.C.  section 
2181(b)  (3)  (B)  and  (C) ,  except  for  coun¬ 
tries  or  areas  within  the  responsibility  of 
the  Assistant  Administrator  for  Latin 
America,  covering  investments  which,  as 
described  in  such  guaranty  contracts,  do 
not  exceed  $2,500,000,  and  in  connection 
therewith  to  exercise  all  related  fxinctions 
and  to  make  all  related  approvals  and 
determinations  as  are  deem^  necessary 
or  desirable  provided  in  sections  221(a), 
221(b),  221(c),  and  222(g)  of  the  said 
Act,  22  U.S.C.  sections  2181(a),  2181(b), 
2181(c),  and  2182(g),  and 

(ii)  To  amend  and  consent  to  the  as¬ 
signment  of  any  investment  guaranty 
issued  imder  section  221(b)(2)  (B)  or 
(C)  of  the  Foreign  Assistance  Act  of 
1961,  22  U.S.C.  section  2181(b)(2)  (B) 
or  (C)  or  section  202(b)  of  the  Mutual 
Security  Act  of  1954,  except  for  coun¬ 


tries  or  areas  within  the  responsibility  of 
the  Assistant  Administrator  for  Latin 
America:  Provided,  That  such  amend¬ 
ment  does  not  increase  the  amoimt  of 
investment  covered  by  such  guaranty  by 
more  than  $2,500,000,  and 

(iii)  To  authorize,  negotiate,  execute, 
amend,  and  implement  loan  agreements 
with  private  borrowers  in  which  there  is 
U.S.  private  investment  under  section 
201  of  the  Foreign  Assistance  Act  of  1961, 
as  amended,  22  U.S.C.  section  2161,  ex¬ 
cept  for  countries  or  areas  within  the 
responsibility  of  the  Assistant  Adminis¬ 
trator  for  Latin  America,  for  loans  or 
increases  thereof  which,  as  described  in 
such  loan  agreements  or  amendments 
thereto,  do  not  exceed  $2,500,000  for  each 
such  loan  or  increase,  and  in  connection 
therewith  to  authorize,  negotiate,  exe¬ 
cute,  amend,  and  implement  other  re¬ 
lated  agreements,  and  to  exercise  all 
related  functions  and  to  make  all  related 
approvals  and  determinations  as  are 
deemed  necessary  or  desirable,  and 

(iv)  To  authorize,  negotiate,  execute, 
amend,  and  implement  loan  agreements 
imder  section  104  (e)  and  (f)  of  the 
Agricultural  Trade  Development  and  As¬ 
sistance  Act  of  1954,  as  amended,  7  U.S.C. 

§  1704  (e)  and  (f) ,  except  for  coimtries 
or  areas  within  the  responsibility  of  the 
Assistant  Administrator  for  Latin  Amer¬ 
ica,  for  loans  or  increases  thereof  which, 
as  described  in  such  loan  agreements  or 
amendments  thereto,  do  not  exceed  $2,- 
500,000  for  each  such  loan  or  increase, 
and  in  connection  therewith  to  author¬ 
ize,  negotiate,  execute,  amend,  and  im¬ 
plement  other  related  agreements,  and 
to  exercise  all  related  functions  and  to 
make  all  related  approvals  and  deter¬ 
minations  as  are  deemed  necessary  or 
desirable. 

This  Redelegation  of  Authorty  is  effec¬ 
tive  on  the  date  hereof,  includes  ratifica¬ 
tion  of  all  actions  taken  prior  hereto 
which  are  consistent  with  this  Redelega¬ 
tion  of  Authority  and  revokes  from  that 
date  prior  redelegations  of  my  authority. 

The  authority  redelegated  herein  may 
not  be  further  redelegated. 

Dated;  December  20,  1968. 

Herbert  Salzman, 
Assistant  Administrator 

for  Private  Resources. 

[F.R.  Doc.  69-408:  Filed,  Jan.  13,  1969; 

8:45  a.m.] 


DEPARTMENT  OF  THE  TREASURY 

Bureau  of  the  Mint 
GUARD  FORCE 

Appointment  as  Special  Policemen 

Pursuant  to  the  authority  vested  in  me 
by  Treasury  Department  Order  No.  177- 
25,  32  FJl.  17490  (1967),  all  members  of 
the  Bureau  of  the  Mint  uniformed  guard 
force  are  hereby  appointed  as  Special 
Policemen  for  duty  in  connection  with 
the  policing  of  the  public  buildings  and 
other  areas  under  the  charge  and  con¬ 
trol  of  the  Director  of  the  Mint.  Such 


uniformed  guards  appointed  as  Special 
Policemen  shall  have  the  same  powers 
as  sheriffs  and  constables  upon  the  prem¬ 
ises  of  the  Bureau  of  the  Mint  buildings 
and  grounds  to  enforce  the  laws  enacted 
to  protect  persons  and  property  and  to 
prevent  breaches  of  the  peace,  to  sup¬ 
press  affrays,  or  unlawful  assemblies,  and 
to  enforce  the  rules  and  regulations  made 
and  promulgated  by  the  Director  of  the 
Mint,  relating  to  conduct  on  the  Bureau 
of  the  Mint  buildings  and  grounds. 

Dated:  January  9,  1968. 

[seal]  Eva  Adams, 

Director  of  the  Mint. 

[FJl.  Doc.  69-435;  Filed,  Jan.  13,  1969; 

8:47  a.m.l 


Office  of  the  Secretary 

[Antidumping — ATS  643.3-Ij] 

BETA-OXY-NAPHTHOIC  ACID  FROM 
JAPAN 

Notice  of  Tentative  Negative 
Determination 

January  3,  1969. 

Information  was  received  on  August 
21,  1967,  that  Beta-oxy-naphthoic  Acid 
from  Japan,  was  being  sold  at  less  than 
fair  value  within  the  meaning  of  the 
Antidumping  Act,  1921,  as  amended  (19 
U.S.C.  160  et  seq.)  (referred  to  in  this 
notice  as  “the  Act”).  This  information 
was  the  subject  of  an  “Antidumping 
Proceeding  Notice”  which  was  published 
in  the  Federal  Register  of  December 
12,  1967,  on  page  17676. 

I  hereby  make  a  tentative  determina¬ 
tion  that  beta-oxy-naphthoic  acid  from 
Japan  is  not  being,  nor  likely  to  be,  sold 
at  less  than  fair  value  within  the  mean¬ 
ing  of  section  201(a)  of  the  Act  (19 
U.S.C.  160(a)). • 

Statement  of  reasons  on  which  this 
tentative  determination  is  based.  Sales 
to  the  United  States  were  made  to  one 
purchaser.  Sufficient  quantities  of  the 
merchandise  were  sold  in  the  home  mar¬ 
ket  to  afford  a  proper  basis  for  com¬ 
parison.  Purchase  price  was  compared 
with  adjusted  home  market  price  for 
fair  value  purposes. 

Purchase  price  was  calculated  by  de¬ 
ducting  freight  from  the  f.o.b.  price  for 
exportation  to  the  United  States,  as  pro¬ 
vided  for  in  section  203  of  the  Antidump¬ 
ing  Act,  1921,  as  amended  (19  U.S.C. 
162). 

Adjusted  home  market  price  was  cal¬ 
culated  by  deducting  from  the  gross 
price  to  purchasers  in  Japan  an  amount 
for  freight.  Interest  charges,  and  differ¬ 
ences  in  packing. 

Comparison  of  purchase  price  with  ad¬ 
justed  home  market  price  revealed  that 
adjusted  home  market  price  was,  in  all 
cases,  higher  than  purchase  price.  Upon 
being  advised  of  this,  both  the  exporter 
and  manufacturer  provided  assurances 
that  no  future  sales  to  the  United  States 
would  be  made  at  less  than  home  market 
price.  Importations  of  this  merchandise 
from  Japan  ceased  in  November  1967, 
shortly  before  the  investigation  began. 
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In  accordance  with  §  53.33(b) ,  Customs 
Regulations  (19  CFR  53.33(b)),  inter¬ 
ested  parties  may  present  written  views 
or  arguments,  or  request  in  writing,  that 
the  Secretary  of  the  Treasury  afford  an 
opportunity  to  present  oral  views. 

Any  such  written  views,  arguments,  or 
requests  should  be  addressed  to  the  Com¬ 
missioner  of  Customs,  2100  K  Street  NW., 
Washington,  D.C.  20226,  in  time  to  be 
received  by  his  office  not  later  than  30 
days  from  the  date  of  publication  of  this 
notice  in  the  Federal  Register. 

This  tentative  determination  and  the 
statement  of  reasons  therefor  are  pub¬ 
lished  pursuant  to  §  53.33  of  the  Cus¬ 
toms  Regulations  (19  CFR  53.33). 

[seal]  Joseph  M.  Bowman, 

Assistant  Secretary  of  the  Treasury. 

(F.R.  Doc.  69-428;  Piled,  Jan.  13,  1969; 

8:46  a.m.] 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

DISTRICT  MANAGERS,  MONTANA 
Redelegation  of  Authority 

January  7, 1969. 

1.  Pursuant  to  sections  1.1(a)  and  3.9 
(o)  (3),  Bureau  Order  No.  701  of  July  23, 
1964,  as  amended,  each  Montana  District 
Manager,  within  his  area  of  jurisdiction 
in  the  States  of  Montana,  North  Dakota, 
and  South  Dakota,  may  take  all  action 
on  special  land-use  permits  for  lands 
outside  established  grazing  and  forest 
districts  imder  43  CFR  Subpart  2236. 

2.  The  authority  delegated  in  para¬ 
graph  1  may  not  be  redelegated  and  shall 
become  effective  immediately  upon  pub¬ 
lication  in  the  Federal  Register. 

Harold  Tysk, 
State  Director. 

IF.R.  Doc.  69-423;  Piled,  Jan.  13,  1969; 

8:46  a.m.l 


[Montana  10287  (Minn.)  ] 

MINNESOTA 

Notice  of  Opening  of  Land  Subject 
to  Section  24  of  the  Federal  Power 
Act;  Correction 

January  7,  1969. 

In  F.R.  Doc.  68-15025  appearing  on 
page  18713  of  the  Federal  Register  issue 
of  Wednesday,  December  18,  1968,  the 
following  correction  should  be  made: 

Change  "the  area  described  contains 
approximately  8  acres,”  to  read  "the  area 
described  contains  approximately  14 
acres,  according  to  the  official  plat  of 
survey.” 

Eugene  H.  Newell, 
Land  Office  Manager. 

[P.R.  Doc.  69-424;  Piled.  Jan.  13.  1969; 
8;46  ajn.j 


[Serial  No.  N-1885] 

NEVADA 

Notice  of  Proposed  Classification  of 
Public  Lands  for  Multiple-Use 
Management 

January  7,  1969. 

1.  Pursuant  to  the  Act  of  September 
19,  1964  (43  U.S.C.  1411-18),  and  to  the 
regulations  in  43  CFR  Parts  2410  and 
2411,  it  is  proposed  to  classify  for  multi¬ 
ple-use  management  the  public  lands 
within  the  area  described  below.  Publica¬ 
tion  of  this  notice  has  the  effect  of  segre¬ 
gating  the  described  lands  from  appro¬ 
priation  only  under  the  agricultural  land 
laws  (43  U.S.C.  Parts  7  and  9;  25  U.S.C. 
sec.  334)  and  from  sales  under  section 
2455  of  the  Revised  Statutes  (43  U.S.C. 
1171)  and  the  lands  shall  remain  open 
to  all  other  applicable  forms  of  appropri¬ 
ation,  including  the  mining  and  mineral 
leasing  or  material  sale  laws.  As  used 
herein,  “public  lands”  means  any  lands 
withdrawn  or  reserved  by  Executive  Or¬ 
der  No.  6910  of  November  26,  1934,  as 
amended,  or  within  a  grazing  district 
established  pursuant  to  the  Act  of  June 
28,  1934  (48  Stat.  1269),  as  amended, 
which  are  not  otherwise  withdrawn  or 
reserved  for  Federal  use  or  purpose. 

2.  The  public  lands  located  within  the 
following  described  area  are  shown  on 
map  designated  N-1885  on  file  in  the 
Carson  City  District  Office,  Bureau  of 
Land  Management,  Carson  City,  Nev. 
89701,  and  the  Nevada  Land  Office,  Bu¬ 
reau  of  Land  Management,  Room  3104, 
Federal  Building,  300  Booth  Street,  Reno, 
Nev.  89502. 

The  overall  description  of  the  area  is 
as  follows: 

Ormsby  and  Douglas  Counties 

MOUNT  DIABLO  MERIDIAN,  NEVADA 

The  public  lands  proposed  to  be  classified 
are  generally  located  within  the  eastern  one- 
third  of  Ormsby  County  and  the  eastern  one- 
half  of  Douglas  County. 

I  The  area  described  aggregates  ap- 
'  proximately  165,360  acres  of  public  land. 

3.  For  a  period  of  60  days  from  the 
date  of  publication  of  this  notice  in  the 
Federal  Register,  all  persons  who  wish 
to  submit  comments,  suggestions,  or  ob¬ 
jections  in  connection  with  the  proposed 
classification  may  present  their  views  in 
writing  to  the  Carson  City  District  Man¬ 
ager,  Bureau  of  Land  Management,  801 
North  Plaza  Street,  Carson  City,  Nev. 
89701. 

4.  A  public  hearing  on  the  proposed 
classification  will  be  held  on  Wednesday, 
February  19,  1969,  at  7:30  p.m.,  in  the 
all  purpose  room  at  the  Ormsby  County 
Courthouse,  Carson  City,  Nev. 

For  the  State  Director. 

Rolla  E.  Chandler, 
Manager.  Nevada  Land  Office. 

[F.R.  Doc.  69-405;  Piled,  Jan.  13,  1969; 

8:45  a.m.] 


[Serial  No.  N-26171 

NEVADA 

Notice  of  Public  Sale 

January  6, 1969. 

Under  the  provisions  of  the  Public 
Land  Sale  Act  of  September  19,  1964  (78 
Stat.  988,  43  U.S.C.  1421-1427),  and  43 
CFR  Subpart  2243,  the  Bureau  of  Land 
Management  will  offer  forty  2.5-acre 
tracts  of  land  at  a  sale  to  be  held  at  10 
a.m.,  local  time,  Thursday,  February  20, 
1969,  at  its  Carson  City  District  Office, 
807  North  Plaza  Street,  Carson  City,  Nev. 
89701. 

All  of  the  tracts  are  located  in  sec. 
28,  T.  18  N.,  R.  24  E.  (Mount  Diablo 
Meridian,  Nevada) .  The  appraised  value 
of  each  tract  is  $250.  A  33-foot  right-of- 
way  for  public  utilities  and  access  roads 
will  be  reserved  along  the  boundary  or 
boundaries  shown  in  the  description  of 
the  individual  tracts  that  follow: 


Tract  No. 

Legal  description 

Boundary  of 
riglit-of-way 
reservation 

1 . 

Lot  6 . . . 

.  North. 

2 . 

.  Lot  7 . 

,  North. 

3 . 

-  Lot  11 . 

.  North. 

4 . 

..  Lot  12 . 

.  North. 

5 . 

Lot  13 . 

.  North. 

6 . 

..  Lot  14 . . 

.  North. 

7 

..  Lot  16 . . 

.  North. 

8 . 

..  Lot  18 . . 

.  West  and  south. 

9 . 

..  Lot  20 . . 

.  South. 

10 . . 

..  Lot  24 . 

.  South. 

11 . 

..  Lot  26 . 

.  West  and  south. 

12 . 

..  Lot  29...... . 

.  South. 

13 . 

..  Ix)t35 . 

.  North. 

14 . 

..  Lot  36 . 

.  North. 

15 . 

..  Lot  38 . 

.  North. 

16 . 

..  I^t40 . 

.  North. 

17 . 

..  Lot  42 . 

18 . 

..  Lot  43 . 

.  North. 

19 . 

..  Lot  46 . 

.  North. 

20 . 

..  Ix)t49 . 

.  North  and  west. 

21 . 

..  Lot  50 . 

.  West  and  south. 

22 . 

..  Lot  51 . 

.  South. 

23 . 

..  Lot  53 . 

,.  South. 

24 . 

..  Lot  60 . 

25 . 

..  Lot  61 . 

26 . 

...  Lot  65 . 

..  North. 

27 . 

...  Lot  66 . . 

..  North  and  west. 

28 . 

...  Lot  68 . . 

..  North  and  west. 

29 . . 

...  Lot  72 . 

30 . 

...  Lot  73 . 

31 . 

...  Lot  74 . 

..  North. 

32 . 

...  Lot  76 . 

..  North  and  west. 

33 . 

...  Lot  81 . 

..  South. 

34 . 

...  Lot  92 . 

North. 

35 . 

...  Lot  93 . 

36 . 

...  Lot  96 . 

..  North. 

37 . 

...  Lot  97 . 

..  North. 

38 . 

...  Lot  98 . 

--  North  and  west. 

39 . 

...  Lot  99 . 

..  West  and  south. 

40 . 

...  Lot  100 . 

..  South. 

In  addition  to  the  right-of-way  reser¬ 
vations  shown  above,  the  tracts  will  be 
sold  subject  to  all  valid  existing  rights 
and  to  a  reservation  to  the  United  States 
of  rights-of-way  for  ditches  and  canals 
imder  the  Act  of  August  30,  1890  (26 
Stat.  391;  43  U.S.C.  945).  All  minerals 
will  be  reserved  to  the  United  States,  and 
withdrawn  from  appropriation  imder 
the  public  lands  laws,  including  the  gen¬ 
eral  mining  laws. 

Each  tract  will  be  offered  to  the  high¬ 
est  bidder,  but  no  bid  will  be  accepted 
if  it  is  for  less  than  the  appraised  value 
of  the  tract,  shown  above.  Costs  of  pub¬ 
lication,  if  any,  will  be  assessed  pro¬ 
portionately  among  the  successful 
bidders. 
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Bids  may  be  made  by  a  principal 
or  his  agent,  either  at  the  sale,  or  by 
mail.  An  agent  must  be  prepared  to  es¬ 
tablish  the  eligibility  of  his  principal. 
Eligible  purchasers  are:  (1)  Any  indi¬ 
vidual  (other  than  an  employee,  or  the 
spouse  of  an  employee,  of  the  Depart¬ 
ment  of  the  Interior)  who  is  a  citizen  or 
otherwise  a  national  of  the  United  States, 
or  who  has  declared  his  intention  to 
become  a  citizen,  aged  21  years  or  more; 

(2)  any  partnership  or  association,  each 
of  the  members  of  which  is  an  eligible 
purchaser,  or  (3)  any  corporation  or¬ 
ganized  imder  the  laws  of  the  United 
States,  or  of  any  State  thereof,  author¬ 
ized  to  hold  title  to  real  property  in 
Nevada. 

Bids  sent  by  mail  will  be  considered 
only  if  received  at  the  Bureau  of  Land 
Management,  Carson  City  District  Of¬ 
fice,  807  North  Plaza  Street,  Carson  Cfity, 
Nev.  89701,  prior  to  4  p.m.,  Wednesday, 
February  19, 1969.  Bids  made  prior  to  the 
public  auction  must  be  in  sealed  enve¬ 
lopes,  and  accompanied  by  certified 
checks,  postal  money  orders,  bank  drafts, 
or  cashier’s  checks,  payable  to  the  Bu¬ 
reau  of  Land  Management,  for  the  full 
amoimt  of  the  bid,  and  by  a  certification 
of  eligibility,  defined  in  the  preceding 
paragraph.  The  envelopes  must  be 
marked  in  the  lower  left-hand  comer: 
“Public  Sale  Bid,  February  20, 1969,  Tract 
No _ ”. 

At  the  time  of  the  sale,  the  authorized 
officer  shall  publicly  declare  the  highest 
qualifying  sealed  bid  received.  Oral  bids 
shall  then  be  invited  in  specified  incre¬ 
ments.  After  oral  bids,  if  any,  are  re¬ 
ceived,  the  authorized  officer  shall  de¬ 
clare  the  high  bid.  A  successful  oral  bid¬ 
der  shall  be  required  to  pay  immediately 
the  amount  bid  together  with  any  cost 
of  publication.  Personal  checks  will  be 
accepted  from  successful  oral  bidders. 
The  right  is  reserved  at  any  time  to  de¬ 
termine  that  the  lands  should  not  be  sold 
or  that  any  and  all  bids  should  be 
rejected. 

Any  adverse  claimant  to  the  above  de¬ 
scribed  lands  should  file  his  claims,  or 
objections,  with  the  imdersigned  before 
the  time  designated  for  sale. 

Tracts  remaining  unsold  after  the  auc¬ 
tion  of  February  20,  1969,  will  be  reof¬ 
fered  at  9  a.m.  on  the  first  Wednesday 
of  the  following  month,  and  subsequent 
months,  at  the  Carson  City  District  Of¬ 
fice,  807  North  Plaza  Street,  Carson  City, 
Nev.  89701,  until  either  all  tracts  are  sold 
or  the  sale  is  terminated. 

The  lands  described  in  this  notice  are 
segregated  from  all  forms  of  appropri¬ 
ation,  including  locations  under  the  gen¬ 
eral  mining  laws,  except  for  sale  under 
this  Act.  Small  Tract  Classification  No. 
141  is  hereby  revoked  for  the  lands  de¬ 
scribed  herein. 

Inquiries  concerning  this  sale  should 
be  addressed  to  the  Land  Office  Manager, 
Bureau  of  Land  Management,  Room 
3008,  Federal  Building,  300  Booth  Street, 
Reno,  Nev.  89502,  or  to  the  District  Man¬ 
ager,  Bureau  of  Land  Management,  807 


North  Plaza  Street,  Carson  City,  Nev. 
89701. 

Rolla  E.  Chandler, 
Chief,  Division  of  Lands  and 
Minerals,  Program  Manage¬ 
ment  and  Land  Office. 

[F.R.-  Doc.  69-406;  Filed,  Jan.  13,  1969; 
8:45  a.m.] 


SCHEDULE  OF  GRAZING  FEES,  1969 

Pursuant  to  the  authority  vested  in  the 
Secretary  of  the  Interior  by  the  Taylor 
Grazing  Act,  notice  is  hereby  given  of 
the  schedule  of  grazing  fees  for  the  1969 
grazing  year  beginning  March  1,  1969, 
and  ending  February  28, 1970,  for  grazing 
use  of  the  Federal  range. 

For  the  purpose  of  establishing  charges 
for  grazing  use,  one  animal  imit  month 
shall  be  considered  equivalent  to  grazing 
use  by  one  cow,  five  sheep,  or  0.5  of  one 
horse  for  1  month  (one  horse  for  1 
month  equals  two  AUM’s) . 

Billings  shall  be  issued  in  accordance 
with  the  rates  prescribed  in  this  notice. 

Inside  Grazing  Districts 

Pursuant  to  Departmental  regulations 
(43  CFR  4115.2-l(k)  (1) ),  published  this 
date,  fees  for  use  of  the  Federal  range, 
including  LU  (Land  Utilization)  land 
within  grazing  districts,  except  as  other¬ 
wise  herein  provided  shall  be  $0.44  per 
animal  unit  month  of  forage  of  which 
$0.29  is  the  grazing  fee  and  $0.15  is  the 
range  improvement  fee  which  shall  be 
credited  to  the  range  improvement  fund. 

Exceptions  to  the  above  rates  are 
herein  provided  for  certain  LU  lands  in 
order  to  continue  the  basis  of  fees  that 
have  hereto  been  established  under  the 
provisions  of  the  Bankhead-Jones  Farm 
Tenant  Act  of  July  22,  1937.  Such  excep¬ 
tions,  together  with  the  applicable  sched¬ 
ule  are  as  follows: 

Arizona.  For  the  Cienega  Area  trans¬ 
ferred  to  the  Department  of  the  Interior 
by  E.O.  10322,  the  fees  for  use  of  Federal 
range  for  the  1969  grazing  year  shall  be 
$1.12  per  animal  unit  month  of  forage  of 
which  $0.29  is  the  grazing  fee  and  $0.83 
is  the  range  improvement  fee  which  shall 
be  credited  to  the  range  improvement 
fimd. 

Colorado.  For  the  Great  Divide  Project 
transferred  to  the  Department  of  the 
Interior  by  E.O.  10046,  the  fees  for  use  of 
Federal  range  for  the  1969  grazing  year 
shall  be  $0.63  per  animal  unit  month  of 
forage  of  which  $0.29  is  the  grazing  fee 
and  $0.34  is  the  range  improvement  fee 
which  shall  be  credited  to  the  range  im¬ 
provement  fimd. 

Montana.  For  all  LU  land  within  the 
State  of  Montana  transferred  to  the  De¬ 
partment  of  the  Interior  by  E.O.  10787, 
the  fees  for  use  of  Federal  range  for  the 
1969  year  shall  be  $0.65  per  animal  unit 
month  of  forage  of  which  $0.29  is  the 
grazing  fee  and  $0.36  is  the  range  im¬ 
provement  fee  which  shall  be  credited  to 
the  range  improvement  fund.  Twenty- 
five  percent  of  the  grazing  fee  shall  be 
paid  to  the  counties  within  which  the  fee 
was  collected  pursuant  to  the  require¬ 
ments  of  E.O.  10787. 


New  Mexico.  For  the  Hope  Project 
transferred  to  the  Department  of  the 
Interior  by  E.O.  10787,  the  fees  for  use 
of  Federal  range  for  the  1969  grazing  year 
shall  be  $0.55  per  animal  unit  month 
of  forage  of  which  $0.29  is  the  grazing  fee 
and  $0.26  is  the  range  improvement  fee 
which  shall  be  credited  to  the  range  im¬ 
provement  fund.  Twenty-five  percent  of 
the  grazing  fee  shall  be  paid  to  the 
counties  within  which  the  fee  was  col¬ 
lected  pursuant  to  the  requirements  of 
E.O.  10787. 

Outside  Grazing  Districts  (Exclusive 
OF  Alaska) 

Lease  rates  for  grazing  leases  issued 
under  section  15  of  the  Taylor  Grazing 
Act  and  section  4  of  the  O&C  Act  for  the 
1969  grazing  year  are  contained  herein. 
Except  as  detailed  below,  the  rates  shall 
be  $0.44  per  animal  unit  month  of  forage 
of  which  $0.33  is  the  grazing  fee  and 
$0.11  is  the  range  improvement  fee  which 
shall  be  credited  to  the  range  improve¬ 
ment  fund. 

Wyoming.  For  the  Northeast  LU  (Land 
Utilization)  Project  transferred  to  the 
Department  of  the  Interior  by  E.O. 
10046  and  amended  by  E.O.  10175,  the 
fees  shall  be  $0.63  per  animal  unit  month 
of  forage  of  which  $(f.47  is  the  grazing 
fee  and  $0.16  is  the  range  improvement 
fee  which  shall  be  credited  to  the  range 
improvement  fund. 

Western  Oregon.  For  the  O&C  and  in¬ 
termingled  public  domain  lands  located 
in  Western  Oregon  the  fees  shall  be 
$0.71  per  animal  unit  month  of  forage 
of  which  $0.53  is  the  grazing  fee  and 
$0.18  is  the  range  improvement  fee  which 
shall  be  credited  to  the  range  improve¬ 
ment  fund. 

David  S.  Black, 
Under  Secretary  of  the  Interior. 

January  10,  1969. 

[FJl.  Doc.  69-527;  Filed,  Jan.  13,  1969; 

9:10  a.m.] 


National  Park  Service 

CAPE  COD  NATIONAL  SEASHORE, 
MASS. 

Notice  of  Intention  To  Negotiate 
Concession  Contract 

Pursuant  to  the  provisions  of  section  5, 
of  the  Act  of  October  9,  1965  (79  Stat. 
969;  16  U.S.C.  20) ,  public  notice  is  hereby 
given  that  30  days  after  the  date  of 
publication  of  this  notice,  the  Depart¬ 
ment  of  the  Interior,  through  the  Direc¬ 
tor  of  the  National  Park  Service,  pro- 
p>oses  to  negotiate  a  concession  contract 
with  Edward  and  Anna  E.  Benz  author¬ 
izing  them  to  provide  concession  facilities 
and  services  for  the  public  at  Nauset 
Knoll  Motor  Lodge,  Cape  Cod  National 
Seashore,  Mass.,  for  a  period  of  5  years 
from  January  1,  1969,  through  Decem¬ 
ber  31, 1973. 

The  foregoing  concessioners  have  per¬ 
formed  their  obligations  under  the  ex¬ 
piring  contract  to  the  satisfaction  of  the 
National  Park  Service  and,  therefore, 
pursuant  to  the  Act  cited  above,  are 
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amended  by  Public  Law  90-201)  >and 
which  use  humane  methods  of  slaughter 
and  incidental  handling  of  livestock  are 
hereby  amended  as  follows; 

The  reference  to  swine  with  respect  to 
Kenton  Packing  Co.,  establishment  36, 
is  deleted.  The  reference  to  calves  with 
respect  to  Ralph  Packing  Co.,  Inc.,  estab¬ 
lishment  5228,  is  deleted.  The  reference 


to  Edwards  Sausage  Co.,  Inc.,  establish¬ 
ment  6579,  and  the  reference  to  swine 
with  respect  to  such  establishment  are 
deleted. 

The  following  table  lists  species  at  ad¬ 
ditional  establishments  and  additional 
species  at  previously  listed  establish¬ 
ments  that  have  been  reported  as  being 
slaughtered  and  handled  humanely. 


Establishments  Slaughtering  Humanely 


Name  of  establishment 

Establishment  No. 

Cattle 

Calves 

Slieep 

Goats 

Swlnt  Horses 

811 . 

(*) 

.  839 . 

(•) 

.  889 . 

(*) 

.  2396 . 

(*) 

.  6041 . 

(•) 

(*) 

(*) 

.  6110 . 

(•) 

(*) 

(*1 

(•) 

.  6113 . 

(•) 

(*) 

(•) 

(•) 

(•)  . 

.  6114 . 

(*) 

(•) 

(•) 

.  7056 . 

(•) 

(•)  . 

New  establishments  reported:  9. 

.  165 . 

(•) 

.  511 . 

(•) 

.  512 . 

(•) 

.  617 . 

(•) 

.  943 . 

(*) 

.  2216 . 

(•) 

..  2280 . 

(*) 

221^7 . 

(•) 

..  2621 A . 

(•) 

(•) 

.  6550 _ 

(•1 

Species  added:  11. 

Done  at  Washington,  D.C.,  this  8th  day  of  January  1969. 

R.  K.  Somers, 

Deputy  Administrator, 

Consumer  Protection. 

[F.R.  Doc.  69-446;  Filed,  Jan.  13,  1969;  8:48  a.m.] 


entitled  to  be  given  preference  in  the 
renewal  of  the  contract  and  in  the  ne¬ 
gotiation  of  a  new  contract.  However, 
under  the  Act  cited  above,  the  Secretary 
is  also  required  to  consider  and  evaluate 
all  proposals  received  as  a  result  of  this 
notice.  Any  proposal  to  be  considered 
and  evaluated  must  be  submitted  within 
30  days  after  the  publication  date  of  this 
notice. 

Interested  parties  should  contact  the 
Chief,  Division  of  Concessions  Manage¬ 
ment,  National  Park  Service,  Washing¬ 
ton,  D.C.  20240,  for  information  as  to  the 
requirements  of  the  proposed  contract. 

Dated:  January  7, 1969. 

R.  B.  Moore, 

Director,  National  Park  Service. 

[F.R.  Doc.  69^07;  Filed,  Jan.  13.  1969; 

8:45  a.m.] 


DEPARTMENT  OF  AGRICULTURE 

Commodity  Credit  Corporation 

CERTIFICATES  OF  INTEREST  IN 
PRICE-SUPPORT  LOANS 

Notice  of  Increase  in  Interest  Rate 

In  accordance  with  §  1479.25  of  the 
regulations  issued  by  the  Commodity 
Credit  Corporation  governing  Participa¬ 
tion  of  Rnancial  Institutions  in  a  Pool 
of  Price-Support  Loans  (7  CFR  1479.20 
et  seq.),  published  in  33  F.R.  10184,  no¬ 
tice  is  hereby  given  that  the  rate  of  in¬ 
terest  on  certificates  evidencing  partici¬ 
pation  in  financing  such  price-support 
loans  will  be  changed,  effective  January 
15,  1969,  as  follows;  Certificates  shall 
earn  interest  at  the  rate  of  5.875  percent 
yearly,  from  the  date  of  investment 
through  and  including  August  24,  1968, 
5.375  percent  yearly  from  August  25, 
1968,  through  and  including  October  23, 
1968,  5.625  percent  yearly  from  October 
24,  1968,  through  and  including  Decem¬ 
ber  7,  1968,  6  percent  yearly  from  De¬ 
cember  8,  1968,  through  and  including 
January  14,  1969,  and  6.625  percent 
yearly  thereafter  until  changed. 

Signed  at  Washington,  D.C.,  on  Jan¬ 
uary  10, 1969. 

H.  D.  Godfrey, 
Executive  Vice  President, 
Commodity  Credit  Corporation. 

[F.R.  Doc.  69^2;  Filed,  Jan.  13,  1969; 

8:49  a.m.] 


Consumer  and  Marketing  Service 

HUMANELY  SLAUGHTERED 
LIVESTOCK 

Identification  of  Carcasses;  Changes 
in  Lists  of  Establishments 

Pursuant  to  section  4  of  the  Act  of 
August  27,  1958  (7  U.S.C.  1904) ,  and  the 
statement  of  policy  thereimder  in  9  CFR 
381.1,  the  lists  (33  P.R.  12858,  14655, 
15222,  16163,  and  18246)  of  establish¬ 
ments  Vhich  are  operated  under  Federal 
inspection  pursuant  to  the  Federal  Meat 
Inspection  Act  (34  Stat.  1260,  as 


Office  of  the  Secretary 
OFFICE  OF  PLANT  AND  OPERATIONS 

Official  Flag  of  the  Department  of 
Agriculture 

Agriculture  Property  Management 
Regulations,  Subpart  104-19.151 — Offi¬ 
cial  flags,  is  hereby  amended  to  establish 
an  official  flag  of  the  Department  of  Ag¬ 
riculture  and  to  promulgate  regulations 
concerning  its  display  as  follows: 

104-19.151-2  Official  flag  of  the  De¬ 
partment  of  Agriculture.  The  flag  illus¬ 
trated  and  described  in  the  attached  ex¬ 
hibit  is  the  ofiBcial  flag  of  the  Department 
of  Agriculture. 

(a)  Indoor  display.  The  official  flag  of 
the  Department  of  Agriculture  may  be 
used  at  functions  attended  by  the  Under 
Secretary,  Assistant  Secretaries,  or 
Group  Directors,  or  at  other  locations 
with  the  approval  of  the  Director  of  the 
Office  of  Plant  and  Operations.  The  of¬ 
ficial  flag  of  the  Secretary  of  Agriculture 
rather  than  that  of  the  Department  shall 
be  displayed  when  the  Secretary  presides. 

(b)  Outdoor  display.  The  official  flag 
of  the  Department  of  Agriculture  shall 
be  displayed  at  the  Department  head¬ 
quarters  in  Washington,  D.C.,  and  at 
such  other  locations  as  may  be  approved 
by  the  Assistant  Secretary  for  Adminis¬ 
tration. 

(c)  Half  staffing  the  flag.  The  official 
flag  of  the  Department  of  Agriculture 
shall  be  half  staffed  at  the  same  time  as 
the  flag  of  the  United  States  as  re¬ 
quired  by  Proclamation  3044  and  at  such 
other  times  as  may  be  designated  by  the 
Assistant  Secretary  for  Administration. 


Done  at  Washington,  D.C.,  this  9th  day 
of  January  1969. 

Joseph  M.  Robertson, 
Assistant  Secretary 
for  Administration. 

[F.R.  Doc.  69-447:  Filed,  Jan.  13,  1969; 
8:48  a.m.] 


ADMINISTRATOR,  FARMER 
COOPERATIVE  SERVICE 

Delegation  of  Authority  Regarding 
Agricultural  Fair  Practices  Act  of 
1967 

The  Agricultural  Fair  Practices  Act  of 
1967  (Public  Law  90-288,  82  Stat.  93), 
establishes  standards  of  fair  practices 
required  of  handlers  in  their  dealings  in 
agricultural  products.  Under  this  Act, 
the  Secretary  of  Agriculture  is  author¬ 
ized,  when  he  has  reasonable  cause  to  be¬ 
lieve  that  any  handler,  or  group  of  han¬ 
dlers,  has  engaged  in  any  prohibited  act 
or  practice,  to  request  the  Attorney  Gen¬ 
eral  to  bring  a  civil  action  in  a  district 
court  of  the  United  States  for  an  in¬ 
junction  or  other  appropriate  order. 

There  is  hereby  delegated  to  the  Ad¬ 
ministrator  of  the  Farmer  Cooperative 
Service,  U.S.  Department  of  Agriculture, 
the  authority  to  exercise  and  perform  the 
duties  of  the  Secretary  under  the  Agri¬ 
cultural  Fair  Practices  Act  of  1967,  and 
to  issue  rules  and  regulations  as  are  nec¬ 
essary  to  carry  out  these  responsibilities. 
All  matters  relating  to  this  Act,  includ¬ 
ing  a  claim  of  violation  thereof,  shall  be 
referred  to  the  Administrator  of  the 
Farmer  Cooperative  Service.  U.S.  Depart¬ 
ment  of  Agriculture,  Washington,  D.C. 


No.  9 - S 
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20250.  Any  such  claim  should  include  a 
description  of  the  alleged  violation,  when 
it  occurred,  and  the  name  and  address  of 
the  handler  involved,  as  well  as  the  name 
and  address  of  affected  producers  or  pro¬ 
ducer  associations. 

Done  at  Washington,  D.C.,  this  8th 
day  of  January  1969. 

Orville  L.  Freeman, 

Secretary  of  Agriculture. 

[F.R.  Doc.  69-426;  Filed,  Jan.  13,  1969; 

8:46  a.m.j 


DEPARTMENT  OF  COMMERCE 

Patent  Office 

REDUCTION  IN  PATENT  APPLICATION 
DISCLOSURE 

Request  for  Comments 

A  joint  committee  comprising  repre¬ 
sentatives  of  the  Patent  Office,  the  Amer¬ 
ican  Bar  Association  and  the  American 
Patent  Law  Association  was  established 
in  September  1968,  for  purposes  of  in¬ 
vestigating  ways  in  which  patent  appli¬ 
cation  disclosures  could  be  improved  and 
in  particular  ways  in  which  the  disclo¬ 
sures  could  be  reduced.  In  the  course  of 
committee  deliberations  a  number  of 
proposals  were  generated.  Those  that 
appeared  to  be  most  practical  and  to 
hold  most  promise  for  early  implementa¬ 
tion  have  been  compiled  in  the  form  of 
proposed  “Guidelines  for  Preparation  of 
Patent  Application  Disclosures”.  The 
guidelines  are  set  forth  below  for  review 
and  comment.  All  persons  who  desire  to 
present  their  views,  objections,  recom¬ 
mendations,  or  suggestions  in  connection 
therewith  are  invited  to  do  so  by  for- 
w'arding  the  same  to  the  Commissioner 
of  Patents,  Washington,  D.C.  20231  on 
or  before  March  31, 1969.  No  hearing  will 
be  scheduled. 

Guidelines  for  Preparation  op  Patent 
Application  Disclosures 

Applications  for  patents  frequently  con¬ 
tain  descriptive  and  illustrative  material  In 
excess  of  that  required  by  35  XJ.S.C.  112.  If 
such  material  were  to  be  excluded  from  the 
application  trlfold  benefits  should  accrue; 

1.  The  time  and  costs  Involved  In  the 
preparation  of  an  application  should  be 
reduced. 

2.  Examination  time  should  be  less. 

3.  There  should  be  a  reduction  In  patent 
printing  costs. 

In  an  effort  to  reduce  such  excesses,  at 
least  In  part,  the  following  guidelines,  re¬ 
lating  to  prep>aratlon  of  patent  applications, 
have  been  promulgated. 

Drawing.  The  Illustration  on  the  drawing 
should  be  restricted  to  the  Invention  dis¬ 
closed  In  the  application.  Old  and  known 
subject  matter  should  be  omitted  unless  es¬ 
sential  for  establishment  of  environment  or 
for  a  clear  understanding  of  the  Invention. 
If  disclosure  of  the  latter  type  Is  essential  It 
should  be  presented  In  skeleton  or  phantom 
form  If  possible.  Reference  numerals  for 
such  material  should  be  held  to  a  minimum. 

Conventional  subassemblies  should  be 
shown  In  block  form  with  appropriate 
legends,  or  by  means  of  standard  drawing 
symbols,  in  instances  where  detailed  dis¬ 
closure  Is  not  essential  for  a  proper  under¬ 
standing  of  the  invention.  If  there  is  doubt 


as  to  whether  or  not  symbolical  representa¬ 
tion  is  appropriate,  reference  should  be  made 
in  the  descriptive  material  to  a  patent  or 
publication  which  will  support  the  position 
that  the  Item  so  illustrated  Is  conventional 
with  the  understanding  that  the  supporting 
document  or  the  appropriate  portion  thereof 
will  be  made  available  upon  demand. 

Flow  diagrams  should  be  treated  In  a  simi¬ 
lar  manner. 

Shading  should  be  provided  on  the  draw¬ 
ing  only  if  essential  for  illustrating  contours 
or  showing  specific  relationships  between 
structural  parts.  Test — can  the  Invention  be 
clearly  understood  In  the  absence  of  shading? 

Multiple  inventions,  species,  etc.  Disclo¬ 
sures  In  divisional  and  other  types  of  de¬ 
pendent  applications  carved  from  basic  or 
parent  application  as  well  as  those  in  the 
parent  application  should  be  restricted  to 
the  respective  claimed  Inventions,  or  as  an 
alternative  the  dependent  application  may 
be  printed  with  the  cuitomary  identifying 
information,  an  abstract,  and  the  claims.  The 
alternative  printing .  should  Include  proper 
reference  to  the  parent  document.  The  ab¬ 
breviated  printing  should  be  used  only  if  the 
parent  precedes  the  dependent  application  In 
Issue.  (A  copy  of  the  parent  or  basic  patent 
would  be  supplied  along  with  the  abbreviated 
patent  In  response  to  orders  for  the  latter.) 

Cancellation  of  descriptive  material.  De¬ 
scriptive  material  deemed  superfluous  or  un¬ 
essential  for  a  clear  understanding  of  the 
disclosed  Invention  should  be  omitted,  how¬ 
ever,  if  such  material  Is  presented  in  the 
application,  the  Examiner  should  require 
cancellation  In  the  first  OfiBce  action.  This 
will  provide  applicant  with  an  opportunity 
to  traverse  the  requirement  prior  to  final 
rejection.  Cancellation  may  be  deferred  until 
the  presence  of  allowable  subject  matter  is 
Indicated  by  the  Examiner. 

Laudatory  language,  exhaustive  descrip¬ 
tions  of  prior  art,  unessential  statements  of 
objects  and  lengthy  statements  of  environ¬ 
ment  should  be  omitted  from,  or  reduced  to 
bare  essentials  In  the  application  descriptive 
material.  Lengthy  descriptions  of  items  that 
are  obvious  and  well  known  to  those  skilled 
in  the  art  should  be  avoided.  A  mere  state¬ 
ment  that  such  items  are  known  and  con¬ 
ventional  should  be  adequate  In  most  in¬ 
stances,  however.  If  doubt  exists  reference 
may  be  made  to  disclosures  in  specific  docu¬ 
ments  for  support.  Likewise  lengthy  descrip¬ 
tions  regarding  use  should  be  avoided.  Pro¬ 
cedures  for  testing  should  not  ordinarily  be 
described.  Biological  studies  and  case  his¬ 
tories  should  ordinarily  not  be  Included  in 
the  descriptive  material  since  they  can  be 
presented  In  affidavit  form. 

Objects — abstracts — summary.  State  the 
primary  object  of  the  Invention  and  If  es¬ 
sential  a  limited  number  of  secondary  ob¬ 
jects — all  should  be  brief. 

The  abstract  and  statement  of  object  (s) 
appear  to  satisfy  the  requirements  In  Rule 
73  (37  CFR  1.73)  and  Rule  77  (37  CFR  1.77), 
a  separate  summary  Is  deemed  unnecessary. 

The  abstract  should  be  limited  to  the  tech¬ 
nical  disclosure  that  Is  new  In  the  art  to 
which  the  invention  pertains. 

Sectionalized  disclosure.  Headings  should 
be  provided  In  patent  applications  to  set  off 
different  portions,  such  as  Abstract,  Discus¬ 
sion  of  Prior  Art,  Background  of  Invention, 
Technical  Disclosure  of  Invention,  Addi¬ 
tional  Species  of  Invention,  and  the  like. 
Cancellation  of  subject  matter  not  pertinent 
to  the  claimed  Invention  will  be  facilitated 
If  the  descriptive  material  Is  so  organized. 

In  order  to  make  the  most  of  computer 
capabilities  of  the  future,  specifications 
should  provide  "Indicators”  which  can  be 
readily  Identified  by  the  processing  equip¬ 
ment.  While  this  has  general  application  it 
is  illustrated  below  with  regard  to  chemical 
disclosures. 


Context  Indicators: 

Set  out  In  the  specification. 

Reserved  word  paragraph. 

Headings  such  as : 

Utility. 

Starting  material. 

Process. 

Final — Products. 

Chemical — Compounds — Names  (followed 
by  a  tabulated  list) . 

Chemical — Compounds — Structures  ( fol¬ 
lowed  by  a  tabulation  of  structures ) . 

Chemical — Compounds — Notations  (the 

tabulated  list  could  be  Wlswesser,  UPAC, 
or  Patent  Office.  Transformation  could 
be  made  later.) . 

Miscellaneous.  Words  or  phrases  of  high 
information  content  (as  distinguished,  for 
example,  from  the  word  “means”)  appearing 
In  claims  as  well  as  In  invention  descriptions, 
should  be  given  Indicator  symbols  or  printed 
in  bold  face  type,  or  italicized,  so  that  future 
manual  searching  by  the  BSiamlner  and  the 
public  will  be  made  easier.  A  capability  will 
exist  for  easier  keyboarding  for  full  text  an¬ 
alysis  for  computer  based  information. 

Where  an  elaborate  expression  appears  in 
the  descriptive  material  or  claims  It  should 
be  designated,  for  example,  as  "Definition  1” 
and  later  reference  to  the  definition  should 
be  made  with  the  designator. 

Applications  that  Include  drawings  should 
include  a  list  of  elements  and  the  associated 
reference  numerals  for  the  elements  compris¬ 
ing  the  invention. 

Dated:  January  9,  1969. 

Edward  J.  Brenner, 
Commissioner  of  Patents. 

Approved: 

John  P.  Kincaid, 

Assistant  Secretary  for 
Science  and  Technology. 

(F.R.  Doc.  69-432;  Filed,  Jan.  13,  1969; 

8:47  a.m.] 


ATOMIC  ENERGY  COMMISSION 

(Docket  No.  50-271] 

VERMONT  YANKEE  NUCLEAR  POWER 
CORP. 

Order  Changing  Location  of  Hearing 

In  the  matter  of  Vermont  Yankee  Nu¬ 
clear  Power  Corp.  (Vermont  Yankee 
Nuclear  Power  Station) ;  Docket  No.  50- 
271. 

The  Atomic  Energy  Commission  caused 
to  be  published  in  the  December  27,  1968, 
issue  of  the  Federal  Register  (33  F.R. 
19861) ,  a  “Notice  of  Hearing  on  Financial 
Qualifications.”  This  notice  scheduled 
a  hearing  for  10  a.m.,  local  time,  on 
January  28,  1969,  at  the  Atomic  Energy 
Commission  auditorium,  Germantown, 
Md. 

Upon  giving  attention  at  the  prehear¬ 
ing  conference  on  January  9, 1969,  to  cer¬ 
tain  considerations  bearing  upon  the 
chosen  site  for  the  hearing,  the  Board 
announced  then  that  it  would  relocate 
the  site  of  the  hearing. 

Accordingly,  it  is  hereby  ordered.  That 
the  hearing  shall  be  held  at  the  General 
Services  Administration  auditorium, 
18th  and  P  Streets  NW.,  Washington, 
D.C.,  at  10  a.m.  local  time,  on  Tuesday, 
January  28,  1969. 


FEDERAL  REGISTER,  VOL.  34,  NO.  9— TUESDAY,  JANUARY  14,  1969 


NOTICES 


525 


Issued  January  10,  1969,  Washington, 
D.C. 

Atomic  Safety  and  Licens¬ 
ing  Board, 

Valentine  B.  Deale, 

Chairman. 

[F.R.  Doc.  69-557;  Filed,  Jan.  13,  1969; 
11:16  a.m.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  20563;  Order  69-1-21] 

ALBANY  AIR  SERVICE,  INC. 

Order  To  Show  Cause  Regarding  Es¬ 
tablishment  of  Service  Mail  Rate 

Issued  under  delegated  authority,  Jan¬ 
uary  7, 1969. 

The  Postmaster  General  filed  a  notice 
of  intent  December  16,  1968,  pursuant 
to  14  CFR  Part  298,  petitioning  the  Board 
to  establish  for  the  above-captioned  air 
taxi  operator,  a  final  service  mail  rate 
of  42  cents  per  great  circle  aircraft  mile 
for  the  transportation  of  mail  by  aircraft 
between  Waycross,  Ga.,  and  Atlanta,  Ga., 
via  Macon,  Ga. 

No  protest  or  objection  was  filed 
against  the  proposed  services  during  the 
time  for  filing  such  objections.  The  Post¬ 
master  General  states  that  the  Depart¬ 
ment  and  the  carrier  agree  that  the  above 
rate  is  a  fair  and  reasonable  rate  of  com¬ 
pensation  for  the  proposed  services.  The 
Postmaster  General  believes  these  serv¬ 
ices  will  meet  postal  needs  in  the  market. 
He  states  the  air  taxi  plans  to  initiate 
mail  service  with  Beechcraft  Model  18 
twin-engine  aircraft  equipped  for  all- 
weather  operation. 

It  is  in  the  public  interest  to  fix,  deter¬ 
mine,  and  establish  the  fair  and  reason¬ 
able  rate  of  compensation  to  be  paid  by 
the  Postmaster  General  for  the  proposed 
transportation  of  mail  by  aircraft,  the 
facilities  used  and  useful  therefor,  and 
the  services  connected  therewith,  be¬ 
tween  the  aforesaid  points.  Upon  consid¬ 
eration  of  the  notice  of  intent  and  other 
matters  officially  noticed,  it  is  proposed 
to  issue  an  order  ^  to  include  the  follow¬ 
ing  findings  and  conclusions: 

The  fair  and  reasonable  final  service 
mail  rate  to  be  paid  to  Albany  Air  Serv¬ 
ice,  Inc.,  in  its  entirety  by  the  Postmaster 
General  pursuant  to  section  406  of  the 
Act  for  the  transportation  of  mail  by  air¬ 
craft,  the  facilities  used  and  useful  there¬ 
for,  and  the  services  connected  there¬ 
with,  shall  be  42  cents  per  great  circle 
aircraft  mile  between  Waycross,  Ga.,  and 
Atlanta,  Ga.,  via  Macon,  Ga. 

Accordingly,  pursuant  to  the  Federal 
Aviation  Act  of  1958,  and  particularly 
sections  204(a)  and  406  thereof,  and 
regulations  promulgated  in  14  CFR  Part 

*  As  this  order  to  show  cause  is  not  a  final 
action  but  merely  affords  Interested  persons 
an  opportunity  to  be  heard  on  the  matters 
herein  proposed,  It  Is  not  regarded  as  sub¬ 
ject  to  the  review  provisions  of  Part  385  (14 
CFR  Part  385).  These  provisions  for  Board 
review  will  be  applicable  to  final  action  taken 
by  the  staff  under  authority  delegated  in 
I  385.14(g). 


302,  14  CFR  Part  298,  and  14  CFR  385.14 
(f) : 

It  is  ordered.  That: 

1.  Albany  Air  Service,  Inc.,  the  Post¬ 
master  General,  Eastern  Air  Lines,  Inc., 
Delta  Air  Lines,  Inc.,  and  all  other  inter¬ 
ested  persons  are  directed  to  show  cause 
why  the  Board  should  not  adopt  the  fore¬ 
going  proposed  findings  and  conclusions 
and  fix,  determine,  and  publish  the  final 
rate  specified  above  for  the  transporta¬ 
tion  of  mail  by  aircraft,  the  facilities 
used  and  useful  therefor,  and  the  serv¬ 
ices  connected  therewith  as  specified 
above  as  the  fair  and  reasonable  rate 
of  compensation  to  be  paid  to  Albany 
Air  Service,  Inc.; 

2.  Further  procedures  herein  shall  be 
in  accordance  with  14  CFR  Part  302, 
and  notice  of  any  objection  to  the  rate 
or  to  the  other  findings  and  conclu¬ 
sions  proposed  herein,  shall  be  filed 
within  10  days,  and  if  notice  is  filed,  writ¬ 
ten  answer  and  supporting  documents 
shall  be  filed  within  30  days  after  serv¬ 
ice  of  this  order; 

3.  If  notice  of  objection  is  not  filed 
within  10  days  after  service  of  this  order, 
or  if  notice  is  filed  and  answer  is  not 
filed  with  30  days  after  service  of  this 
order,  all  persons  shall  be  deemed  to 
have  waived  the  right  to  a  hearing  and 
all  other  procedural  steps  short  of  a 
final  decision  by  the  Board,  and  the 
Board  may  enter  an  order  incorporating 
the  findings  and  conclusions  proposed 
herein  and  fix  and  determine  the  final 
rate  specified  herein; 

4.  If  answer  is  filed  presenting  issues 
for  hearing,  the  issues  involved  in  de¬ 
termining  the  fair  and  reasonable  final 
rate  shall  be  limited  to  those  specifically 
raised  by  the  answer,  except  insofar  as 
other  issues  are  raised  in  accordance  with 
Rule  307  of  the  rules  of  practice  (14  CFR 
302.307) ;  and 

5.  This  order  shall  be  served  upon  Al¬ 
bany  Air  Service,  Inc.,  the  Postmaster 
General,  Eastern  Air  Lines,  Inc.,  and 
Delta  Air  Lines,  Inc. 

This  order  will  be  published  in  the 
Federal  Register. 

[seal]  Harold  R.  Sanderson, 
Secretary. 

[F.R.  Doc.  69-441;  Filed,  Jan.  13,  1969; 
8:48  a.m.] 

[Docket  No.  20584;  Order  No.  69-1-22] 

CATLIN  AVIATION  CO. 

Order  To  Show  Cause  Regarding  Es¬ 
tablishment  of  Service  Mail  Rate 

Issued  under  delegated  authority,  Jan¬ 
uary  7, 1969. 

The  Postmaster  General  filed  a  notice 
of  intent  December  20,  1968,  pursuant 
to  14  CFR  Part  298,  petitioning  the  Board 
to  establish  for  the  above-captioned  air 
taxi  operator,  a  final  service  mail  rate 
of  40  cents  per  great  circle  aircraft  mile 
for  the  transportation  of  mail  by  aircraft 
between  Durant,  Okla.,  and  Oklahoma 
City,  Okla.,  via  Ardmore,  Okla. 

No  protest  or  objection  was  filed 
against  the  proposed  services  during  the 
time  for  filing  such  objections.  The  Post¬ 


master  General  states  that  the  Depart¬ 
ment  and  the  carrier  agree  that  the 
above  rate  is  a  fair  and  reasonable  rate 
of  compensation  for  the  proposed  serv¬ 
ices.  The  Postmaster  General  believes 
these  services  will  meet  postal  needs  in 
the  market.  He  states  the  air  taxi  plans 
to  initiate  mail  service  with  twin-engine 
Piper,  Aztec  PA-23,  aircraft  equipped  for 
all-weather  operation. 

It  is  in  the  public  interest  to  fix,  deter¬ 
mine,  and  establish  the  fair  and  reason¬ 
able  rate  of  compensation  to  be  paid  by 
the  Postmaster  cjeneral  for  the  proposed 
transportation  of  mail  by  aircraft,  the 
facilities  used  and  useful  therefor,  and 
the  services  connected  therewith,  be¬ 
tween  the  aforesaid  points.  Upon  consid¬ 
eration  of  the  notice  of  intent  and  other 
matters  ofiBcially  noticed,  it  is  proposed 
to  issue  an  order '  to  include  the  follow¬ 
ing  findings  and  conclusions; 

The  fair  and  reasonable  final  service 
mail  rate  to  be  paid  to  Catlin  Aviation 
Co.,  in  its  entirety  by  the  Postmaster 
General  pursuant  to  section  406  of  the 
Act  for  the  transportation  of  mail  by  air¬ 
craft,  the  facilities  used  and  useful  there¬ 
for,  and  the  services  connected  therewith, 
shall  be  40  cents  per  great  circle  aircraft 
mile  between  Durant,  Okla.,  and  Okla¬ 
homa  City,  Okla.,  via  Ardmore,  Okla. 

Accordingly,  pursuant  to  the  Federal 
Aviation  Act  of  1958,  and  particularly 
sections  204(a)  and  406  thereof,  and 
regulations  promulgated  in  14  CFR 
Part  302,  14  CFR  Part  298,  and  14  CFR 
385.14(f) ; 

It  is  ordered.  That : 

1.  Catlin  Aviation  Co.,  the  Postmaster 
General,  and  all  other  interested  persons 
are  directed  to  show  cause  why  the  Board 
should  not  adopt  the  foregoing  proposed 
findings  and  conclusions  and  fix,  deter¬ 
mine,  and  publish  the  final  rate  specified 
above  for  the  transportation  of  mail  by 
aircraft,  the  facilities  used  and  useful 
therefor,  and  the  services  connected 
therewith  as  specified  above  as  the  fair 
and  reasonabe  rate  of  compensation  to 
be  paid  to  Catlin  Aviation  Co. ; 

2.  Further  procedures  herein  shall  be 
in  accordance  with  14  CFR  Part  302,  and 
notice  of  any  objection  to  the  rate  or  to 
the  other  findings  and  conclusions  pro¬ 
posed  herein,  shall  be  filed  within  10 
days,  and  if  notice  is  filed,  written 
answer  and  supporting  documents  shall 
be  filed  within  30  days  after  service  of 
this  order; 

3.  If  notice  of  objection  is  not  filed 
within  10  days  after  service  of  this  order, 
or  if  notice  is  filed  and  answer  is  not 
filed  within  30  days  after  service  of  this 
order,  all  persons  shall  be  deemed  to 
have  waived  the  right  to  a  hearing  and 
all  other  procedural  steps  short  of  a  final 
decision  by  the  Board,  and  the  Board 
may  enter  an  order  incorporating  the 

1  As  this  order  to  show  cause  is  not  a  final 
action  but  merely  affords  Interested  persons 
an  opportunity  to  be  heard  on  the  matters 
herein  proposed,  it  is  not  regarded  as  subject 
to  the  review  provisions  of  Part  385  (14  CFR 
Part  385).  These  provisions  for  Board  review 
will  be  applicable  to  final  action  taken 
by  the  staff  under  authority  delegated  in 
§  385.14(g). 
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findings  and  conclusions  proposed  here¬ 
in  and  fix  and  determine  the  final  rate 
specified  herein; 

4.  If  answer  is  filed  presenting  issues 
for  hearing,  the  issues  involved  in  de¬ 
termining  the  fair  and  reasonable  final 
rate  shall  be  limited  to  those  sp>ecifically 
raised  by  the  answer,  except  insofar  as 
other  issues  are  raised  in  accordance 
with  Rule  307  of  the  rules  of  practice 
(14  CFR  302.307) ;  and 


[Docket  No.  18407;  FCC  68-1212] 

ROBERT  J.  KELLY  AND  WILLIAM  L. 
GRATOPP 

Memorandum  Opinion  and  Order 
Designating  Application  for  Hear¬ 
ing  on  Stated  Issues 

In  re  application  of  Robert  J.  Kelly 
(Transferor)  and  William  L.  Gratopp 
(Transferee) ,  Docket  No.  18407,  Pile  No. 
BTC-5537:  for  transfer  of  control  of 
Valley  Broadcasting  Co.,  licensee  of  Sta¬ 
tion  KRFS,  Superior,  Nebr. 

1.  The  Commission  has  before  it  the 
above  application  in  which  Robert  J. 
Kelly  seeks  Commission  authorization 
for  the  transfer  of  control  of  Valley 
Broadcasting  Co.,  licensee  of  Station 
KRFS,  Superior,  Nebr.,  to  William  L. 
Gratopp. 

2.  Commission  records  indicate  that 
Mr.  Kelly  acquired  control  of  KRFS  by 
grant  dated  July  19,  1967.  He  had  been 
the  manager  of  the  station  since  March 
27,  1967.  The  subject  application  was 
accepted  for  filing  on  January  5,  1968. 
Because  Mr.  Kelly  held  control  of  KRFS 
for  less  than  3  years,  his  application  to 


5.  TTiis  order  shall  be  served  upon 
Catlin  Aviation  Co.,  and  the  Postmaster 
General. 

This  order  will  be  published  in  the 
Federal  Register. 

[seal]  Harold  R.  Sanderson, 

Secretary. 

(P.R.  Doc.  69-442;  Plied,  Jan.  13,  1969; 
8:48  a.m.] 


transfer  control  comes  within  the  pur¬ 
view  of  the  Commission’s  3-year  rule 
(§  1.597  of  the  Commission’s  rules). 

3.  That  section,  promulgated  to  dis¬ 
courage  trafficking  in  licenses  and  to  en¬ 
courage  a  continuity  of  program  service, 
requires  that  a  hearing  be  held  if  it  ap¬ 
pears  that  the  transferor  who  is  dispos¬ 
ing  of  a  controlling  interest  in  a  licensee 
of  a  station  has  held  such  interest  for 
less  than  3  successive  years.  The  rule 
provides  certain  exceptions  which  are 
not  relevant  to  this  application.  Aside 
from  these  exceptions  provided  for  in 
the  rule  itself,  the  Commission  has 
waived  the  rule  when  it  considered  such 
waiver  served  the  public  interest,  con¬ 
venience,  and  necessity. 

4.  In  the  above  application  Mr.  Kelly 
requested  such  waiver  of  the  rule  for  the 
following  reason: 

Robert  J.  Kelly  desires  waiver  of  the 
3-year  rule  and  an  orderly  transfer  can  be 
made  to  the  applicant.  Transferor  ex{>ected 
to  move  wife  and  six  children  from  Palr- 
bury  to  Superior,  54  miles  apart.  As  of  now, 
wife  of  transferor  has  refused  to  move  to 
Superior,  creating  a  personal  family  problem. 
Applicant  has  generously  offered  to  purchase 
the  stock  of  Robert  J.  Kelly. 


5.  While  advancing  this  as  his  reason 
for  the  transfer  of  control  of  the  licensee 
of  KRFS,  on  January  23,  1968,  Mr.  Kelly 
filed  an  application  requesting  consent 
for  his  acquisition  of  another  station— 
KASL,  Newcastle,  Wyo.  (BALr-6284), 
which  is  about  375  air  miles  from  his 
home  in  Fairbury.  In  a  letter  to  Mr.  Kelly 
dated  Jime  19,  1968,  the  Commission  re¬ 
quested  that  he  resolve  any  inconsistency 
between  his  ability  to  move  375  miles  to 
Newcastle,  Wyo.,  and  his  inability  to 
move  54  miles  to  the  area  served  by  the 
subject  station,  KRFS. 

6.  Mr.  Kelly’s  response  stated,  in  per¬ 
tinent  part,  as  follows; 

•  *  *  As  for  now,  my  wife  will  not  move 
to  Superior,  Nebr.,  but  this  should  have  little 
bearing  on  whether  she  would  or  would  not 
move — to  Newcastle,  Wyo.  I  presume  the 
Commission  may  need  a  notarized  statement 
to  that  effect. 

The  KASL  application  (BALi-6284)  was 
dismissed  on  August  20,  1968. 

7.  In  response  to  an  earlier  letter  from 
the  Commission’s  Broadcast  Bureau  re¬ 
questing  further  information  relative  to 
the  applicability  of  §  1.597  of  the  Com¬ 
mission’s  rules,  the  transferor  stated: 

In  reference  to  letter  of  Pebruary  9,  1968, 
BTC-5537,  David  L.  Tucker  Is  In  charge  of 
the  radio  station.  I  am  not  being  paid  any 
salary  or  other  remuneration  since  Mr.  Tucker 
has  been  placed  in  charge  of  the  station.  I  re¬ 
quest  that  the  transfer  be  approved  so  I  can 
be  relieved  of  my  resp>onslbllity  of  the  sta¬ 
tion  and  so  I  can  get  my  Investment  out  of 
the  station. 

8.  The  Commission  was  not  persuaded 
that  a  waiver  of  §  1.597  of  its  rules  would 
serve  the  public  interest,  convenience, 
and  necessity  in  the  above  instance  and 
on  September  5,  1968,  it  addressed  a  let¬ 
ter  to  Mr.  Kelly  which  advised  him  that 
pursuant  to  §  1.597  of  the  rules,  his  ap¬ 
plication  for  transfer  of  control  of  Valley 
Broadcasting  Co.,  licensee  of  Station 
KRFS  (B’rC-5537)  would  be  set  for 
hearing.  He  was  also  requested  to  notify 
the  Commission  “•  •  *  within  20  days 
from  the  date  of  this  letter  as  to  whether 
you  desire  to  prosecute  this  application 
through  the  hearing  process.” 

9.  Mr.  Kelly’s  response  of  September 
12,  1968,  stated  in  pertinent  part,  that 
he  would  be  imable  to  attend  a  hearing 
due  to  financial  reasons  and  again  re¬ 
quested  that  §  1.597  cf  the  Commission’s 
rules  be  waived  on  the  groimds  of  his 
inability  to  move  to  Superior,  Nebr.  Since 
Mr.  Kelly  indicated  that  he  wovUd  not 
prosecute  his  application  through  the 
hearing  process,  on  September  24,  1968, 
the  application  was  dismissed  without 
prejudice. 

10.  Thereafter,  on  September  25,  1968 
(within  the  30-day  period  of  the  Com¬ 
mission’s  action  of  September  5,  1968), 
the  Commission  received  a  telegram  from 
Mr.  Kelly  expressing  an  intention  to  pro¬ 
ceed  to  hearing.  We  will  therefore  rein¬ 
state  the  application  and  being  imable 
to  make  a  finding  that  a  grant  of  the 
subject  application  would  serve  the  pub¬ 
lic  Interest,  convenience,  and  necessity 
and  pursuant  to  request  from  the  trans¬ 
feror,  the  application  will  be  designated 
for  hearing. 


FEDERAL  COMMUNICATIONS  COMMISSION 

(Canadian  List  249] 

CANADIAN  STANDARD  BROADCAST  STATIONS 

List  of  New  Stations,  Proposed  Changes  in  Existing  Stations,  Deletions,  and 
Corrections  in  Assignments 

December  31,  1968. 

List  of  new  stations,  proposed  changes  in  existing  stations,  deletions,  and  cor¬ 
rections  in  assignments  of  Canadian  standard  broadcast  stations  modifying  the 
assignments  of  Canadian  broadcast  stations  contained  in  the  appendix  to  the 
recommendations  of  the  North  American  Regional  Broadcasting  Agreement  Engi¬ 
neering  Meeting  January  30, 1941. 


Call  letters 

Location 

Power  kw 

Antenna 

Schedule 

Cla.<s 

CRTS  (now  in  operation  with 

Sherbrooke,  Quebec. . . 

SOO  kiloevclts 

10 . 

.  DA-2 

U 

II 

increased  power). 

CKNX  (now  in  operation  with 

Wingham,  Ontario . 

PtO  kilocyclet 
lOU/lN . 

.  DA-2 

u 

III 

increase  daytime  power). 

CKDA  (now  in  operation  with 

Victoria,  British  Columbia.  . 

ItSO  kilocyclet 
.  25 . 

.  DA-1 

u 

II 

increased  power). 

CKJD  (now  in  operation) . 

Sarnia,  Ontario. . . 

It90  kilocycles 

1 . 

.  DA-2 

u 

III 

CFYK  (now  in  operation  at  new 

Yellowknife,  Northwest  Ter- 

1S4O  kilocyclei 

1 . 

ND 

u 

IV 

transmitter  site). 

CHOO  (now  in  operation) . . 

ritory 

Ajax,  Ontario . 

1390  kilocyclet 

10 . 

.  DA-1 

u 

III 

CKEN  (correction  of  class  from 

Kentville,  Nova  Scotia . 

H90  kilocycles 
1D/0.5N . 

.  DA-1 

u 

TV 

that  shown  on  list  244). 

Federal  Communications  Commission, 
[seal]  Wallace  E.  Johnson, 

Assistant  Chief,  Broadcast  Bureau. 
[PR.  Doc.  69-439;  PUed,  Jan.  13,  1969;  8:48  am.] 
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11.  Accordingly,  it  is  ordered.  That  the 
KRFS  transfer  application  (BTC-5537) 
is  reinstated  and  is  designated  for  hear¬ 
ing,  at  a  time  and  place  to  be  specified  in 
a  subsequent  order,  upon  the  following 
issues; 

(1)  To  determine  whether  the  acquisi¬ 
tion  by  Mr.  Kelly  of  control  of  the  li¬ 
censee  of  Station  KRFS  on  July  19,  1967, 
and  his  application  to  transfer  control  of 
the  same  licensee  on  January  5,  1968, 
constitutes  trafBcking  in  licenses. 

( 2 )  To  determine  the  disruptive  effects 
on  broadcast  service,  if  any,  which  would 
result  from  the  proposed  change  in 
ownership. 

(3)  To  determine  whether  the  alleged 
changes  in  circumstances  create  hard¬ 
ships  necessitating  the  sale  of  the  license 
of  KRFS,  remove  any  question  of  traffick¬ 
ing,  and  justify  a  transfer  despite  any 
disruptive  effects  which  might  otherwise 
result  from  the  short-term  change  in 
ownership. 

(4)  To  determine  in  light  of  the  above 
issues,  whether  the  public  interest,  con¬ 
venience,  and  necessity  would  be  served 
by  waiver  of  §  1.597  of  the  Commission’s 
rffies  and  grant  of  this  application. 

It  is  further  ordered.  That  to  avail 
himself  of  the  opportimity  to  be  heard, 
Robert  J.  Kelly,  pursuant  to  §  1.221(c)  of 
the  Commission’s  rules,  in  person  or  by 
attorney,  shall,  within  20  days  of  the 
mailing  of  this  order,  file  with  the  Com¬ 
mission  in  triplicate  a  written  appear¬ 
ance  stating  an  intention  to  appear  on 
the  date  fixed  for  hearing  and  present 
evidence  on  the  issues  specified  in  this 
order. 

It  is  further  ordered.  That  the  appli¬ 
cants  shall,  pursuant  to  section  311(a)  (2) 
of  the  Communications  Act  of  1934,  as 
amended,  and  §  1.594  of  the  Commis¬ 
sion’s  rules,  give  notice  of  the  hearing, 
witliin  the  time  and  in  the  manner  pre¬ 
scribed  in  such  rule,  and  shall  advise  the 
Commission  of  the  publication  of  such 
notice  as  required  by  §  1.594(g)  of  the 
rules. 

Adopted;  December  18, 1968. 

Released;  January  8,  1969. 

By  direction  of  the  Commission.* 

[seal]  Ben  F.  Waple, 

Secretary. 

[P.R.  Doc.  69-440;  Filed,  Jan.  13,  1969; 
8:48  am.] 


FEDERAL  MARITIME  COMMISSION 

CHINESE  MARITIME  TRUST,  LTD. 

Financial  Responsibility  To  Meet  Lia¬ 
bility  Incurred  for  Death  or  Injury  to 
Passengers  or  Other  Persons  on 
Voyages;  Notice  of  Application  for 
Certificate  (Casualty) 

Notice  is  hereby  given  that  the  follow¬ 
ing  persons  have  applied  to  the  Federal 
Maritime  Commission  for  a  Certificate  of 
Financial  Responsibility  To  Meet  Liabil¬ 
ity  Incurred  for  Death  or  Injury  to  Pas- 

’  Commissioner  Cox  absent. 


sengers  or  Other  Persons  on  Voyages 
pursuant  to  the  provisions  of  section  2, 
Public  Law  89-777  (80  Stat.  1356,  1357) 
and  Federal  Maritime  Commission  Gen¬ 
eral  Order  20,  as  amended  (46  CFR  Part 
540) ; 

Chinese  Maritime  Trust,  Ltd.  (Orient  Over¬ 
seas  Line) . 

Dated;  JEinuary  7,  1969. 

Thomas  Lisi, 
Secretary. 

[P.R.  Doc.  69-410;  Filed,  Jan.  13,  1969; 
8:45  a.m.] 


CHINESE  MARITIME  TRUST,  LTD.,  AND 
FERRY  BOATS  DOMINICANOS  C. 
POR  A. 

Indemnification  of  Passengers  for 
Nonperformance  of  Transportation; 
Notice  of  Application  for  Certificate 
(Performance) 

Notice  is  hereby  given  that  the  follow¬ 
ing  persons  have  applied  to  the  Federal 
Maritime  Commission  for  a  Certifi<;ate  of 
Financial  Responsibility  for  Indemnifi¬ 
cation  of  Passengers  for  Nonperformance 
of  Transportation  pursuant  to  the  provi¬ 
sions  of  section  3,  Public  Law  89-777  (80 
Stat.  1357,  1358)  and  Federal  Maritime 
Commission  General  Order  20,  as 
amended  (46  CFR  Part  540) ; 

Chinese  Maritime  Trust,  Ltd.  (Orient  Over¬ 
seas  Line). 

Perry  Boats  Domlnicanos  C.  por  A. 

Dated;  January  7,  1969. 

Thomas  Lisi, 
Secretary. 

IP.R.  Doc.  69-411;  Piled,  Jan.  13,  1969; 
8:45  a.m.] 


[Docket  No.  69-3;  Agreement  DC-28] 

household'  goods  forwarders 

ASSOCIATION  OF  AMERICA,  INC. 

Order  of  Investigation 

The  Household  (joods  Forwarders  As¬ 
sociation  of  America,  Inc.,  has  filed  for 
approval,  pursuant  to  section  15,  Ship¬ 
ping  Act,  1916,  an  agreement  between 
parties,  all  of  whom  are  freight  for¬ 
warders  of  used  household  goods  operat¬ 
ing  under  exemption  of  section  402(b) 
(2)  of  the  Interstate  Commerce  Act  and 
some  of  whom  are  common  carriers  by 
water  subject  to  the  Shipping  Act,  1916. 

'The  agreement  assigned  Agreement 
No.  DC-28,  proposes  that  the  parties 
thereto  will  collectively  establish  rates 
between  ports  in  the  continental  United 
States  and  ports  in  Alaska,  Hawaii, 
Guam,  and  Puerto  Rico.  The  Household 
Goods  Forwarders  Association  of  Amer¬ 
ica,  Inc.  (Association),  is  designated 
tariff  publishing  agent. 

The  subject  Agreement  raises  questions 
with  respect  to  (1)  the  Federal  Maritime 
Commission’s  (FMC)  jurisdiction  over 
the  Agreement  insofar  as  it  embraces  ac¬ 
tivities  of  the  piarties  between  the  con¬ 
tiguous  United  States  and  Alaska  and 
Hawaii,  and  (2)  the  approvability  of  the 


Agreement  under  the  standards  of  sec¬ 
tion  15  of  the  Shipping  Act,  1916. 

The  Alaska  and  Hawaii  Statehood  Acts 
retain  FMC  jurisdiction  over  port-to- 
port  water  common  carriers  operating 
between  the  contiguous  States  of  the 
United  States  and  Alaska  and  Hawaii. 
However,  the  enactment  of  the  Statehood 
Acts  also  brought  about  Interstate  Com¬ 
merce  Act  regulation  over  all  other 
aspects  of  surface  interstate  commerce 
including  freight  forwarding  under  Part 
IV  of  that  Act. 

'The  signatory  parties  are  nonvessel 
operating  common  carriers  by  water 
(NVCXIJC’s)  insofar  as  they  hold  them¬ 
selves  out  to  transport  by  water  from 
port-to-pcHt  on  the  high  seas.  The  func¬ 
tions  of  many  NVOCC’s  and  Interstate 
Commerce  Commission  regulated  freight 
forwarders  are  basically  the  same,  i.e., 
both  use  underlying  carriers,  both  are 
consolidators  and  both  assume  responsi¬ 
bility  for  transportation  from  origin  to 
destination.  The  issue,  therefore,  is  raised 
whether  the  Federal  Maritime  Commis¬ 
sion  has  jurisdiction  to  approve  Agree¬ 
ment  DC-28  insofar  as  the  agreement 
embraces  activities  of  such  parties  oper¬ 
ating  in  the  United  States/Alaska/ 
Hawaii  trades. 

Moreover,  the  agreement,  if  approved, 
would  permit  the  parties  to  collectively 
establish  port-to-port  rates  in  the  do¬ 
mestic  offshore  commerce  of  the  United 
States.  ’The  majority,  if  not  all  of  the 
parties,  participate  in  the  transportation 
of  used  household  goods  for  the  U.S. 
Government,  which  constitutes  over  90 
percent  of  the  entire  overseas  used 
household  goods  movements.  Each  move¬ 
ment  is  generally  awarded  through  in¬ 
dividual  competitive  tenders  submitted  Jto 
the  various  Government  agencies  by  the 
individual  carrier.  It  appears,  therefore, 
that  there  may  be  an  adverse  impact 
upon  the  U.S.  Government’s  competitive 
tender  system  if  such  i>arties  are  per¬ 
mitted  to  jointly  determine  applicable 
rates  on  port-to-port  movements  be¬ 
tween  them.  Furthermore,  it  is  not  ap¬ 
parent  from  the  agreement  how  the 
competitive  relationships  between  these 
separate  carriers  will  affect  the  public 
interest  or  the  cwnmerce  of  the  TJnited 
States. 

How,  therefore,  it  is  ordered.  That  pur¬ 
suant  to  the  provisions  of  section  15  (46 
U.S.C.  814)  and  section  22  (46  U.S.C. 
821)  of  the  Shipping  Act,  1916,  an  in¬ 
vestigation  and  hearing  be  and  is  hereby 
instituted  to  determine  whether  (1)  the 
agreement  embraces  activities  of  carriers 
which  are  not  subject  to  FMC  jurisdic¬ 
tion,  specifically  those  activities  per¬ 
formed  by  the  signatory  parties  between 
the  United  States  contiguous  States  and 
Alaska  and  Hawaii;  and  (2)  collective 
establishm«it  of  rates  by  the  signatory 
parties  should  be  disapproved  as  detri¬ 
mental  to  the  commerce  of  the  United 
States,  contrary  to  the  public  interest  or 
otherwise  inconsistent  with  the  stand¬ 
ards  of  section  15,  Shipping  Act,  1916. 

It  is  further  ordered.  That  the  House¬ 
hold  G(X)ds  Forwarders  Association  of 
America,  Inc.,  and  each  of  the  signatory 
parties  as  set  forth  in  Appendix  A  below 
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be  made  respondents  in  this  proceed¬ 
ing; 

It  is  further  ordered.  That  this  matter 
be  assigned  for  public  hearing  and  before 
an  examiner  of  the  Commission’s  OflBce 
of  Hearing  Examiners  and  that  the  hear¬ 
ing  be  held  at  a  place  and  at  date  to  be 
determined  and  announced  by  the  pre¬ 
siding  examiner:  and 

It  is  further  ordered.  That  notice  of 
this  order  be  published  in  the  Federal 
Register  and  that  a  copy  thereof  and 
notice  of  hearing  be  served  upon  Alan  F. 
Wohlstetter,  Denning  &  Wohlstetter,  1 
Farragut  Square  South,  Washington, 
D.C.  20006,  Counsel  for  Respondents; 
and 

It  is  further  ordered.  That  any  person, 
other  than  respondents  who  desires  to 
become  a  party  to  this  proceeding  and 
participate  therein,  shall  file  a  petition 
to  intervene  with  the  Secretary,  Federal 
Maritime  Commission,  Washington,  D.C. 
20573  on  or  before  January  20,  1969,  with 
a  copy  to  Mr.  Wohlstetter. 

And  it  is  further  ordered.  That  all  fu¬ 
ture  notices  issued  by  or  on  behalf  of 
the  Commission  in  this  proceeding,  in¬ 
cluding  notice  of  time  and  place  of  hear¬ 
ing  or  prehearing  conference,  shall  be 
mailed  directly  to  all  parties  of  record. 
By  the  Commission. 

[seal]  Thomas  Lisi, 

Secretary. 

Appendix  A 

American  Ensign  Van  Sen'ice,  Inc. 

Asiatic  Forwarders,  Inc. 

Astron  Forwarding  Co. 

Bekins  Wide  World  Van  Service,  Inc. 

Burnham  World  Forwarders,  Inc. 

Columbia  Export  Packers,  Inc. 

CTI-Container  Transport  International,  Inc. 
Continental  Forwarders,  Inc. 

Convan  Corp. 

Davidson  Forwarding  Co. 

Delcher  Intercontinental  Moving  Service. 

De  Witt  Freight  Forwarding. 

Door  to  Door  International,  Inc. 

Express  Forwarding  &  Storage  Co.,  Inc. 

Four  Winds  Forwarding,  Inc. 

Garrett  Forwarding  Co. 

Getz  Bros.  &  Co. 

HC&D  Moving  &  Storage  Co.,  Inc. 

Higa  Fast  Pac,  Inc. 

Home-Pack  Transport,  Inc. 

Imperial  Household  Shipping  Co.,  Inc. 
International  Sea  Van,  Inc. 

Interstate  Motor  Freight  System. 

Jet  Forwarding,  Inc. 

Rare  van,  Inc. 

Kingpack, Inc. 

Lyon  Van  &  Storage  Co.,  Household  Shipping 
Division. 

Northwest  Consolidators. 

Perfect  Pak  Co. 

Routed  Thru-Pac,  Inc. 

Royal  Household  Goods  Shipping  Co.,  Inc. 

RX  Consolidators,  Inc. 

Smyth  Worldwide  Movers,  Inc. 

Sunpak  Movers,  Inc. 

Swift  Home-Wrap,  Inc. 

Trans-American  World  Transit,  Inc. 

Trans  Ocean  Van  Service. 

Vanpac  Carriers,  Inc. 

[P.R.  Doc.  69-412;  Filed,  Jan.  13,  1969; 
8:45  a.m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  CP69-181] 

CENTRAL  FLORIDA  GAS  CORP.  AND 
FLORIDA  GAS  TRANSMISSION  CO. 

Notice  of  Application 

January  7, 1969. 

Take  notice  that  on  December  27, 1968, 
Central  Florida  Gas  Corp.  (Applicant), 
Post  Office  Box  960,  Winter  Haven,  Fla. 
33881,  filed  in  docket  No.  CP69-181  an 
application  pursuant  to  section  7(a)  of 
the  Natural  Gas  Act  for  an  order  of  the 
Commission  directing  Florida  Gas  Trans¬ 
mission  Co.  (Respondent)  to  establish 
physical  connection  of  its  transportation 
facilities  with  facilities  proposed  to  be 
constructed  by  Applicant  and  to  sell  and 
deliver  300  million  B.T.U.’s,  of  natural 
gas  per  day  to  Applicant  for  resale  to  an 
industrial  customer,  and  in  the  commu¬ 
nity  of  West  Lake  Wales,  Polk  County, 
Fla.,  all  as  more  fully  set  forth  in  the  ap¬ 
plication  which  is  on  file  with  the  Com¬ 
mission  and  open  to  public  inspection. 

Applicant  states  that  it  has  a  contract 
to  sell  natural  gas  to  St.  Joe  Paper  Co. 
for  use  in  paper  processing  at  a  paper 
box  plant  located  in  West  Lake  Wales. 
The  location  of  this  plant  is  several  miles 
from  Applicant’s  distribution  system  at 
Lake  Wales  and  service  cannot  be  pro¬ 
vided  by  Applicant  from  its  existing  con¬ 
nection  with  Respondent.  However,  Re¬ 
spondent  has  a  6-inch  transmission  line 
which  passes  immediately  adjacent  to 
the  St.  Joe  plant  and  the  community  of 
West  Lake  Wales. 

Applicant  requests  that  the  Commis¬ 
sion  order  Respondent  to  deliver  gas 
through  facilities  to  be  constructed  by 
Applicant  to  serve  the  paper  plant  and 
residential,  commercial,  and  other  users 
in  West  Lake  Wales,  which  does  not  at 
the  present  time  have  any  natural  gas 
service. 

The  total  cost  of  the  facilities  pro¬ 
posed  for  the  service  to  St.  Joe  Paper 
Co.  is  approximately  $250.  The  facilities 
to  serve  the  community  of  West  Lake 
Wales  are  estimated  to  cost  $11,650, 
which  cost  will  be  financed  from  cash 
on  hand.  The  estimated  third  year  peak 
day  and  annual  natural  gas  requirements 
for  the  proposed  service  are  385  and 
200,000  therms,  respectively. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
February  5, 1969. 

Gordon  M.  Grant, 
Secretary. 

[F.R.  Doc.  69-402;  Filed,  Jan.  13,  1969; 

8:45  a.m.] 

[Docket  No.  CP69-180] 

CITIES  SERVICE  GAS  CO. 

Notice  of  Application 

January  6,  1969. 

’Take  notice  that  on  December  26, 
1968,  Cities  Service  Gas  Co.  (Applicant) , 


Post  Office  Box  25128,  Oklahoma  City, 
Okla.  73125,  filed  in  Docket  No.  CT»69-180 
an  application  pursuant  to  section  7(c) 
of  the  Natural  Gas  Act  for  a  certificate 
of  public  convenience  and  necessity  au¬ 
thorizing  the  construction  and  opieration 
of  certain  natural  gas  facilities  and  the 
sale  of  natural  gas  for  resale,  all  as  more 
fully  set  forth  in  the  application  which  is 
on  file  with  the  Commission  and  open  to  1 
public  inspection. 

Specifically,  Applicant  proposes  the 
following : 

(1)  To  tap  its  existing  12-inch  Farm¬ 
land  lateral  line  in  Ford  County,  Kans., 
and  install  and  operate  measuring,  reg¬ 
ulating,  and  appurtenant  facilities  and 
to  sell  and  deliver  natural  gas  by  means 
of  said  facilities  to  Enterprise  Gas  Asso¬ 
ciation,  Inc.,  for  resale  by  the  latter  for 
irrigation  and  incidental  farm  purposes. 
Applicant  and  Enterprise  have  entered 
into  an  agreement,  dated  February  26, 
1968,  providing  for  the  sale  of  up  to  750 
Mcf  per  day  under  Applicant’s  ITG-l 
Rate  Schedule.  The  application  indicates 
that  the  total  estimated  cost  of  the  pro¬ 
posed  facilities  is  $7,860,  which  cost  will 
be  financed  from  treasury  cash. 

(2)  To  sell  and  deliver  natural  gas  by 
means  of  an  existing  delivery  point  near 
Warrensburg,  Mo.,  to  Missouri  Public 
Service  Co.  for  transportation  to  and  re¬ 
sale  and  distribution  by  Public  Service  in 
the  community  of  Leeton,  Mo.  Applicant 
and  Public  Service  have  entered  into  a 
contract,  dated  July  23,  1968,  covering 
the  proposed  service  for  Leeton. 

Protests  or  petitions  to  intei-vene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  and  the  reg¬ 
ulations  under  the  Natural  Gas  Act 
(§  157.10)  on  or  before  February  3,  1969. 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject  to 
the  jurisdiction  conferred  upon  the  Fed¬ 
eral  Power  Commission  by  sections  7  and 
15  of  the  Natural  Gas  Act  and  the  Com¬ 
mission’s  rules  of  practice  and  procedure, 
a  hearing  will  be  held  without  further 
notice  before  the  Commission  on  this  ap¬ 
plication  if  no  petition  to  intervene  is 
filed  within  the  time  required  herein,  if 
the  Commission  on  its  own  review  of  the 
matter  finds  that  a  grant  of  the  certifi¬ 
cate  is  required  by  the  public  convenience 
and  necessity.  If  a  petition  for  leave  to 
intervene  is  timely  filed,  or  if  the  Com¬ 
mission  on  its  own  motion  believes  that  a 
formal  hearing  is  required,  further  notice 
of  such  hearing  will  be  duly  given. 

Under  the  procedure  herein  provided 
for,  unless  otherwise  advised,  it  will  be 
unnecessary  for  Applicant  to  appear  or 
be  represented  at  the  hearing. 

Kenneth  F.  Plumb, 

Acting  Secretary. 

[P.R.  Doc.  69-415;  Piled.  Jan.  13,  1969; 

8:46  a.m.] 
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[Docket  Ko.  RP69-191 

CONSOLIDATED  GAS  SUPPLY  CORP. 

Notice  of  Proposed  Changes  in  Rates 
and  Charges 

January  6,  1969. 

Take  notice  that  Consolidated  Gas 
Supply  Corp.  on  December  31,  1968,  ten¬ 
dered  for  filing  proposed  changes  in  its 
FPC  Gas  Tariff,  Original  Volumes  Nos. 

1  and  2,  to  become  effective  on  Febru¬ 
ary  15,  1969.  The  proposed  rate  changes 
would  increase  charges  for  jurisdictional 
services  by  approximately  $14,860,935 
annually  based  on  sales  and  storage 
services  for  the  12-month  period  ending 
August  31,  1968,  as  adjusted.  The  pro¬ 
posed  increase  would  be  applicable  to 
Consolidated’s  Rate  SchediUes  RQ-1, 
RQ2-3,  SG-2,  CQ-3,  CQ-4,  CQ-5,  CR-5, 
CR-6,  ACR^5,  GSS,  and  SSO. 

Consolidated  states  that  the  principal 
reasons  for  the  proposed  increases  are; 

(1)  Increased  costs  of  purchased  gas  and 
transportation  services:  (2)  increased 
cost  of  capital  and  revenue  requirements 
to  provide  for  a  rate  of  return  of  7.5  per¬ 
cent:  (3)  increased  Federal  income  taxes, 
including  the  tax  surcharge,  and  other 
increased  taxes:  and  (4)  increased  costs 
for  labor,  supplies,  general  expenses, 
and  construction. 

Copies  of  the  proposed  tariff  changes 
were  served  on  all  of  Consolidated’s  cus¬ 
tomers  and  interested  State  commissions. 

Protests,  petitions  to  intervene,  or 
notices  of  intervention  may  be  filed  with 
the  Federal  Power  Commission,  Wash¬ 
ington,  D.C.  20426,  pursuant  to  the  Com¬ 
mission’s  rules  of  practice  and  procedure 
on  or  before  January  31,  1969. 

Kenneth  F.  Plumb, 
Acting  Secretary. 

[P.R.  Doc.  69-416;  Filed,  Jan.  13,  1969; 

8:46  a.m.] 

[Docket  No.  Cl  65-974  etc.] 

GEORGE  DESPOT  ET  AL. 

Order  Issuing  Conditioned  Certificate 
of  Public  Convenience  and  Neces¬ 
sity  on  Settlement,  Accepting  Re¬ 
lated  Rate  Schedule  and  Supple¬ 
ment  Thereto  for  Filing,  and  Sever¬ 
ing  and  Terminating  Proceedings 

January  6,  1969. 

W.  R.  Hughey,  Operating  Company, 
Agent  (Operator)  et  al.  (Hughey),  on 
October  17,  1968,  filed  with  the  Commis¬ 
sion  a  motion  for  approval  of  settlement 
proposal.  Hughey  is  a  respondent  in  the 
consolidated  Despot  proceedings  and  has 
been  engaged  in  the  sale  of  natural  gas 
to  Lone  Star  Gas  Co.,  in  Texas  District 
No.  6.  This  sale  commenced  in  January 
1962,  pursuant  to  contractual  provisions 
as  an  alleged  intrastate  sale,  even  though 
the  gas  w'as  commingled  with  other  gas 
which  was  sold  in  interstate  commerce. 
The  gas  which  is  here  under  considera¬ 
tion  is  produced  from  the  North  Hen¬ 
derson  Field,  Rusk  County,  Tex.,  in 
Railroad  District  No.  6.  The  contract, 
which  is  dated  January  11,  1960,  is  the 


basic  contract  between  Phillips  Petro¬ 
leum  Co.  and  the  Lone  Star  Gas  Co.,  as 
ratified  by  Hughey  et  al.  This  sale  com¬ 
menced  in  January  1962  at  an  initial 
price  of  14.49  cents  per  Mcf,  inclusive  of 
tax  reimbursement,  and  escalated  to 
16.56  cents  on  July  1,  1963,  pursuant  to 
contractual  provisions.  ’The  contract 
between  Hughey  and  Lone  Star  con¬ 
tained  restrictions  similar  to  those  before 
the  Commission  in  Lo-Vaca  Gathering 
Co.,  26  FPC  606  (1961),  affirmed, 

379  U.S.  366  (1955).  Because  of  the 
restrictions  on  the  use  of  the  gas  by  Lone 
Star,  Hughey  treated  its  sales  as  not  sub¬ 
ject  to  Commission  jurisdiction.  On 
September  14,  1966,  the  Commission 
issued  an  order  to  show  cause  as  to  why 
Hughey  and  other  respiondents  should 
not  be  required  to  apply  for,  and  obtain 
nunc  pro  tunc  certificates  of  public  con¬ 
venience  and  necessity  authorizing  the 
sales  specified  in  its  respective  applica¬ 
tions,  which  it  had  previously  made  with¬ 
out  authorization  and  whether  initial 
prices  for  such  sales  should  not  be  fixed 
at  the  appropriate  in-line  price  prevail¬ 
ing  at  the  date  deliveries  commenced. 
Subsequent  thereto,  Hughey  filed  the  in¬ 
stant  motion  for  approval  of  settlement 
proposal  and  for  severance  of  these  pro¬ 
ceedings.  No  party  to  this  proceeding  ob¬ 
jects  to  the  proposed  settlement.  With 
exception  relating  to  the  method  of  com¬ 
puting  interest  on  refimds  due  as  speci¬ 
fied  hereinafter,  the  Commission  con¬ 
ditionally  approves  Hughey’s  motion  for 
settlement  of  the  proceedings  in  Docket 
No.  CI66-1170. 

In  orders  approving  settlement  pro¬ 
posals  of  other  producers  in  the  consoli¬ 
dated  Despot  proceeding,  the  Commis¬ 
sion  has  approved  the  use  of  the  Mobil 
refund  formula  for  settling  these  pro¬ 
ceedings  (see  Humble  settlement  order 
issued  Nov.  22,  1957,  Docket  No.  CI66- 
591).  The  instant  motion  of  Hughey  for 
settlement  conforms  to  the  formula  re¬ 
quiring  refunds  of  62^/2  percent  of  any 
charges  in  excess  of  the  guideline  price 
between  October  23,  1961,  and  Janu¬ 
ary  17, 1965,  and  100  percent  of  all  excess 
charges  collected  after  January  18,  1965. 
No  refunds  are  required  on  the  volumes 
sold  prior  to  October  23,  1961.  The  Mobil 
formula  requires  that  interest  be  paid 
on  refimds,  less  royalties  and  overriding 
royalty  interest,  at  7  percent  per  year 
from  the  date  of  collection  until  date  of 
the  order  approving  settlement.  As  to 
sums  refundable,  which  are  to  be  re¬ 
tained  by  respondents  pending  Commis¬ 
sion  determination  of  disposition  thereof 
and  which  respondents  choose  to  com¬ 
mingle  with  other  corporate  funds,  the 
Commission  required  that  interest  be 
paid  at  the  rate  of  5*4  percent  per  year 
from  the  date  of  the  order  issuing  cer¬ 
tificate  to  the  date  of  dispersement.  Ac¬ 
cordingly,  Hughey  presses  to  settle  the 
proceedings  as  to  its  sale  to  Lone  Star  on 
the  basis  of  the  above  Mobil  formula. 
Hughey  has  agreed  to  refund  amounts 
due  to  Lone  Star  or  as  the  Commission 
may  otherwise  order.  Hughey  requests 
that  a  certificate  be  issued  at  the  appli¬ 
cable  initial  service  guideline  rate  of  15 
cents  per  Mcf  at  14.65  p.s.i.a.  (15.08 
cents  per  Mcf  at  14.73  p.s.l.a.) .  Hughey 


estimates  that  the  principle  refund 
amount  due  to  September  1,  1968  would 
be  $10,900.  Hughey  further  estimates 
that  the  interest  due  from  the  date  of 
collection  to  September  1,  1968  is  $2,569. 

At  the  present  time.  Lone  Star  is  under 
no  flow-through  obligation  as  to  any 
Despot  proceeding  refunds  which  it  may 
receive:  therefore  Hughey  will  be  re¬ 
quired  to  retain  the  refimds,  inclusive 
of  interest,  subject  to  further  Commis¬ 
sion  order  directing  final  disposition 
thereof  and  the  Commission  will  tender 
to  Hughey  the  option  of  depositing  the 
retained  refunds  to  a  special  escrow  ac¬ 
count  or  commingling  such  accounts  with 
its  general  corporate  assets.  In  the  event 
that  it  is  elected  to  commingle  the  re¬ 
tained  refunds,  interest  thereon  at  the 
rate  of  5*4  percent  per  year  will  be 
required. 

Issuance  of  the  certificate  to  Hughey 
will  be  conditioned  upon  the  requirement 
that  Hughey  pay  7  percent  per  year  in¬ 
terest  upon  refunds  due  from  the  date  of 
collection  of  the  amount  subject  to  re¬ 
funding  to  the  date  of  issuance  of  this 
order. 

The  Commission  finds : 

(1)  The  settlement  proposal  filed  by 
Hughey  on  October  17,  1968,  as  herein¬ 
after  conditioned,  is  in  the  public  Interest, 
and  it  is  appropriate  in  the  administra¬ 
tion  of  the  proidsions  of  the  Natural  Gas 
Act  that  it  be  approved  and  made  effec¬ 
tive  as  hereinafter  ordered. 

(2)  ’The  sales  for  which  Hughey  seeks 
authorization  together  with  the  construc¬ 
tion  and  operation  of  any  facilities  sub¬ 
ject  to  the  jurisdiction  of  the  Commission 
and  necessary  therefor,  are  subject  to  the 
requirements  of  subsection  (c)  and  (e) 
of  section  7  of  the  Natural  Gas  Act. 

(3)  Hughey  is  able  and  willing  to  do 
the  acts  and  to  perform  the  services  pro¬ 
posed  and  to  conform  to  the  provisions 
of  the  Natural  Gas  Act  and  the  require¬ 
ments,  rules,  and  regulations  of  the  Com¬ 
mission  thereunder. 

(4)  The  sales  proposed  by  Hughey  to¬ 
gether  with  the  construction  and  the 
operation  of  any  facilities  subject  to  the 
jurisdiction  of  the  Commission  and  nec¬ 
essary  therefor,  are  required  by  the  pub¬ 
lic  convenience  and  necessity,  and  as 
conditioned  herein,  are  in  the  public 
interest. 

The  Commission  orders; 

(A)  ’The  settlement  of  this  proceeding 
on  the  basis  of  the  settlement  proposal 
filed  by  W.  R.  Hughey,  Operating  Com¬ 
pany,  Agent  (Operator)  et  al.,  on  Octo¬ 
ber  17,  1968,  as  herein  conditioned,  is 
approved  and  made  subject  to  the  terms 
and  conditions  herein. 

(B)  Hughey  shall  refund  62*/^  percent 
of  the  excess  amounts  collected  above 
15  cents  per  Mcf  (at  14.65  p.s.i.a.)  during 
the  period  October  24,  1961,  to  Jan¬ 
uary  18,  1965,  and  100  percent  of  the 
sums  collected  in  excess  of  15  cents  per 
Mcf  for  the  period  from  January  19, 1965, 
to  the  effective  date  of  this  order. 

(C)  Hughey  shall  compute  interest 
due  on  the  above  (paragraph  B)  refund¬ 
able  amounts  which  it  has  collected  at 
the  rate  of  7  percent  per  year  from  the 
date  of  collection  to  the  date  of  issuance 
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of  this  order,  less  royalty  and  overriding 
royalty  interest. 

(D)  Hughey  shall,  over  the  signature 
of  a  responsible  officer,  file  with  the  Com¬ 
mission,  within  30  days  of  the  date  of 
this  order,  an  original  and  one  copy  of  its 
acceptance  or  rejection  of  this  order  and 
shall  serve  a  copy  of  the  same  on  the 
parties  to  Docket  No.  CI65-974  et  al. 

(E)  Hughey  shall  file  with  the  Com¬ 
mission,  within  60  days  after  the  date  of 
this  order,  a  report  setting  out  the  princi¬ 
pal  amount  of  refunds,  computed  in  ac¬ 
cordance  with  the  terms  of  this  order, 
together  with  interest  thereon,  showing 
details  of  computations  and  shall  serve 
a  copy  of  the  report  on  all  parties  to  the 
proceedings  in  Docket  No.  CI65-974  et  al. 
Hughey’s  report  shall  state  its  election 
to  commingle  or  escrow  retained  refunds, 
pursuant  to  paragraph  (F)  and  shall 
contain  a  statement  by  the  purchaser  at¬ 
testing  to  the  correctness  of  the  refund 
amounts. 

(P)  Hughey  shall  retain  the  amounts 
shown  in  the  report  required  under  or¬ 
dering  paragraph  (E) ,  related  to  its  sales 
to  Lone  Star  Gas  Co.,  subject  to  further 
orders  of  the  Commission  directing  the 
disposition  of  those  amoimts.  If  Hughey 
elects  to  commingle  these  retained  re¬ 
funds,  computed  pursuant  to  ordering 
paragraphs  (B)  and  (C),  with  its  gen¬ 
eral  assets  and  use  them  for  its  cor¬ 
porate  purposes,  it  shall  pay  interest 
thereon  at  the  rate  of  5  Vs  percent  per 
year  on  all  funds  thus  available  from  the 
date  of  this  order  to  the  date  on  which 
they  are  paid  over  to  the  person  ulti¬ 
mately  determined  to  be  entitled  thereto 
by  a  final  order  of  the  Commission.  If 
respondent  elects  to  deposit  the  retained 
refunds  in  a  special  escrow  account,  re¬ 
spondent  shall  tender  for  filing  on  or 
before  the  date  of  the  filing  of  the  refimd 
report,  an  executed  escrow  agreement, 
conditioned  as  set  out  below  accom¬ 
panied  by  a  certificate  showing  service 
of  a  copy  thereof  upon  the  parties  to  the 
proceeding  in  Docket  No.  CI65-974  et  al. 
Unless  notified  to  the  contrary  by  the 
Secretary  within  30  days  from  the  date 
of  filing  thereof,  the  escrow  agreement 
shall  be  entered  into  between  respondent 
and  any  bank  or  trust  company  used  as  a 
depositor  for  funds  of  the  U.S.  Govern¬ 
ment  and  the  agreement  shall  be  con¬ 
ditioned  as  follows: 

( 1 )  Such  respondent,  the  bank  or  trust 
company,  and  the  successors  and  assigns 
of  each  shall  be  held  and  formally  bound 
vmto  the  Federal  Power  Commission  for 
the  use  and  benefit  of  those  entitled 
thereto,  with  respect  to  all  amoimts  and 
the  interest  thereon  deposited  in  a  special 
escrow  account,  subject  to  such  agree¬ 
ment,  and  such  bank  or  trust  company 
shall  be  bound  to  pay  over  to  such  person 
or  persons  as  may  be  identified  and  desig¬ 
nated  by  final  order  of  the  Commission 
and  in  such  manner  as  may  be  therein 
specified,  all  or  any  portion  of  such  de¬ 
posits  and  the  interest  thereon. 

(2)  The  bank  or  trust  company  may 
invest  and  reinvest  such  deposits  in  any 
short-term  indebtedness  of  the  United 
States  or  any  agency  thereof  or  in  any 
form  of  obligation  guaranteed  by  the 


United  States  which  is  respectively  pay¬ 
able  within  120  days  as  the  said  bank  or 
trust  company  in  the  exercise  of  its 
sound  discretion  may  select. 

(3)  Such  bank  or  trust  company  shall 
be  liable  only  for  such  interest  as  the 
invested  funds  described  in  paragraph 
(2)  above  will  earn  and  no  other  interest 
may  be  collected  from  it. 

(4)  Such  bank  or  trust  company  shall 
be  entitled  to  such  compensation  as  is 
fair,  reasonable  and  customary  for  its 
services  as  such,  which  compensation 
shall  be  paid  out  of  the  escrow  account 
to  such  bank  or  trust  company.  Said 
bank  or  trust  company  shall  Ukewise  be 
entitled  to  reimbursement  for  its  rea¬ 
sonable  expenses  necessarily  incurred  in 
the  administration  of  this  escrow  ac¬ 
count,  which  reimbursement  shall  be 
made  out  to  the  escrow  account. 

(5)  Such  bank  or  trust  company  shall 
report  to  the  Secretary  of  this  Commis¬ 
sion  quarterly,  certifying  the  amount  de¬ 
posited  in  the  trust  account  for  the  quar¬ 
terly  period. 

(G)  A  permanent  certificate  of  public 
convenience  and  necessity  is  issued  to 
Hughey  upon  the  conditions  herein  set 
forth,  authorizing  the  sales  and  services 
proposed. 

(H)  The  certificate  issued  to  Hughey 
by  paragraph  (G)  is  conditioned  upon 
Hughey’s  accepting  the  certificate  is¬ 
sued  to  it  in  writing  and  under  oath 
within  30  days  of  the  issuance  of  this 
order. 

(I)  The  certificates  issued  to  Hughey 
by  paragraph  (G)  are  conditioned  upon 
the  acceptance  by  Hughey  of  the  modi¬ 
fication  of  its  settlement  proposal  as  pro¬ 
vided  by  the  terms  of  this  order. 

(J)  The  certificates  issued  in  para¬ 

graph  (G)  are  conditioned  so  that  on 
and  after  the  date  of  this  order,  and 
imtil  lawfully  changed  in  the  manner 
provided  by  the  Natural  Gas  Act,  the 
rate  charged  by  Hughey  to  Lone  Star 
shall  not  exceed  15  cents  per  Mcf  (at 
14.65  p.s.i.a.)  (15.08  cents  at  14.73 

p.s.i.a.) .  Within  30  days  of  the  date  of 
this  order,  Hughey  shall  file  a  supple¬ 
ment  to  its  rate  schedule  reflecting  the 
conditioned  rate  in  lieu  of  the  rate  cur¬ 
rently  provided  therein,  and  as  to  such 
filing,  the  requirements  of  §  154.94(f)  of 
the  regulations  under  the  Natural  Gas 
Act  are  waived  and  upon  compliance,  the 
proposed  related  rate  schedule  shall  be 
accepted  for  filing  effective  as  of  the 
date  of  this  order,  provided  that  this  or¬ 
der  is  without  prejudice  to  any  action 
which  the  Commission  may  hereafter 
take  pursuant  to  the  provisions  of  sec¬ 
tions  4  and  5  of  the  Natural  Gas  Act, 

(K)  Upon  full  compliance  by  Hughey 
with  this  order,  the  proce^ings  in 
Docket  No.  CI66-1170  shall  terminate, 
and  such  proceeding  upon  termination 
are  hereby  severed  from  the  consolidated 
proceedings  in  Docket  No.  CI65-974, 
et  al. 

By  the  Commission. 

[seal]  Gordon  M.  Grant, 

Secretary. 

[F.R.  Doc.  69-418;  Filed,  Jan.  13,  1969; 

8:46  a.m.] 


[Docket  No.  G-12221,  etc.] 

EL  PASO  NATURAL  GAS  CO. 

Notice  of  Petitions  To  Amend 

January  6,  1969. 

Take  notice  that  on  December  27, 1968, 

El  Paso  Natural  Gas  Co.  (Petitioner), 
Post  Office  Box  1492,  El  Paso,  Tex.  79999, 
filed  in  Dockets  Nos.  G-12221,  G-13253, 
and  CP68-350  petitions  to  amend  the 
orders  issuing  certificates  of  public  con¬ 
venience  and  necessity  in  said  dockets 
pursuant  to  section  7(c)  of  the  Natural 
Gas  Act  by  authorizing  the  sale  and  de¬ 
livery  of  natural  gas  to  Washington  Nat¬ 
ural  Gas  Co.  (Washington  Natural) ,  an 
existing  resale  customer,  as  successor  in 
interest  to  Cascade  Natural  Gas  Co. 
(Cascade) ,  all  as  more  fully  set  forth  in 
the  petition  to  amend  which  is  on  file 
with  the  Commission  and  open  to  public 
inspection. 

By  order  of  the  Commission  issued  on 
July  19,  1957,  as  amended  on  Feb¬ 
ruary  16, 1961,  in  Docket  No.  G-12221,  El 
Paso  was  authorized  to  construct  and 
operate  facilities  and  to  sell  and  deliver 
natural  gas  to  Cascade  for  resale  in 
Grotto,  Wash.,  and  environs. 

On  December  20,  1957,  in  Docket  No. 
G-13253,  El  Paso  Was  authorized,  by  the 
Commission,  to  construct  and  operate 
facilities  and  to  sell  and  deliver  natural 
gas  to  Cascade  for  resale  to  Snohomish 
and  Monroe,  Wash.,  and  environs.  By 
order  issued  September  3, 1968,  in  Docket 
No.  CP68-350,  El  Paso  was  authorized  to 
construct  and  operate  facilities  and  to 
sell  and  deliver  natural  gas  to  Cascade 
for  resale  to  Sultan,  Startup,  Goldbar, 
and  Granite  Palls,  Wash.,  and  environs. 

Petitioner  was  informed  that  in  ac¬ 
cordance  with  certificates  issued  by  the 
Washington  Utilities  and  Transportation 
Commission,  Cascade  transferred  its 
franchises,  properties,  and  facilities 
located  in  and  adjacent  to  the  afore¬ 
mentioned  commimities,  to  Washington 
Natural.  Washington  Natural  replaces 
Cascade  as  purchaser  of  natural  gas  from 
El  Paso  which  proposes  to  continue  the 
sale  and  delivery  of  natural  gas  as  here¬ 
inbefore  set  forth.  No  changes  will  be 
made  in  El  Paso’s  existing  facilities  and 
the  service  to  Washington  Natural  will 
be  rendered  under  rate  schedules  con¬ 
tained  in  El  Paso’s  effective  FPC  Gas 
Tariff,  Original  Volume  No.  3.  Accord¬ 
ingly,  Petitioner  requests  the  substitution 
of  Washington  Natural  for  Casade  as  re¬ 
cipient  of  the  service  authorized  in  the 
instant  dockets. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
February  3, 1969. 

Kenneth  F.  Plumb, 
Acting  Secretary. 

[F.R.  Doc.  69-417;  Filed,  Jan.  13,  1969; 

8:46  a.m.] 
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[Docket  No.  RI69-324,  etc.] 

pan  AMERICAN  PETROLEUM  CORP. 
ET  AL. 

Order  Providing  for  Hearings  on  and 
Suspension  of  Proposed  Changes  in 
Rates;  Correction 

January  6, 1969. 

In  the  order  providing  for  hearings  on 
and  suspension  of  proposed  changes  in 
rates,  issued  December  23, 1968,  and  pub¬ 
lished  in  the  Federal  Register  (Jan.  4, 
1969;  34  F.R.  168),  insert  in  paragraph 
(D)  the  date  of  February  17,  1969,  for 
the  filing  of  notices  of  intervention  or 
petitions  to  intervene. 

Kenneth  F.  Plumb, 
Acting  Secretary. 

[P.R.  Doc.  69-419;  Filed,  Jan.  13,  1969; 
8:46  a.m.] 


[Docket  No.  CP68-2171 

TRANSCONTINENTAL  GAS  PIPE  LINE 
CORP. 

Notice  of  Petition  To  Amend 

January  6, 1969. 

Take  notice  that  on  December  27, 1968, 
Transcontinental  Gas  Pipe  Line  Corp. 
(Petitioner) ,  Post  Office  Box  1396, 
Houston,  Tex.  77001,  filed  in  Docket  No. 
CP68-217  a  petition  to  amend  the  Com¬ 
mission’s  order  issued  October  14,  1968, 
in  said  docket,  to  refer  to  a  temporary 
certificate  which  has  been  applied  for 
by  Union  Oil  Company  of  California 
(Union  Oil)  in  Docket  No.  CI69-563  in 
lieu  of  a  temporary  certificate  issued  to 
but  rejected  by  Union  Oil  in  Docket  No. 
CI68-920,  all  as  more  fully  set  forth  in 
the  subject  petition  to  amend  which  is 
on  file  ^th  the  Commission  and  open  to 
public  inspection. 

The  order  of  October  14,  1968,  author¬ 
ized  Petitioner  to  construct  and  operate 
certain  natural  gas  facilities  necessary 
to  receive  natural  gas  to  be  purchased 
from  Union  Oil  in  the  Block  89  Field, 
East  Cameron  Area,  Offshore  Louisiana. 
Ordeiing  paragraph  (C)  of  said  order 
conditioned  the  authorization  “•  •  * 
upon  the  acceptance  by  Union  Oil  Com¬ 
pany  of  California  of  the  temporary  cer¬ 
tificate  issued  concurrently  with  this 
order  in  Docket  No.  CI68-920.”  Applicant 
states  that  on  December  11,  1968,  Union 
Oil  rejected  the  aforesaid  temporary  cer¬ 
tificate,  and,  at  the  same  time,  filed  in 
Docket  No.  CI69-563  a  new  application 
for  a  certificate  and  a  request  for  a  tem- 
porax-y  certificate  covering  the  sale  to 
Petitioner  of  gas  to  be  produced  from  cer¬ 
tain  depths  imderlying  the  same  proper¬ 
ties  hereinabove  described. 

Accordingly,  Petitioner  requests  that, 
upon  the  issuance  of  a  temporary  certifi¬ 
cate  in  Docket  No.  CI69-563,  the  order  of 
October  14, 1968,  in  the  instant  docket  be 
amended  to  refer  to  such  temporary 
certificate. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  and  the 


regulations  under  the  Natural  Gas  Act 
(§  157.10)  on  or  before  February  3,  1969. 

Kenneth  F.  Plumb, 
Acting  Secretary. 

[P.R.  Doc.  69-420;  Piled,  Jan.  13,  1969; 
8:46  a.m.] 


[Docket  No.  CP69-1851 

TRUNKLINE  GAS  CO. 

Notice  of  Application 

January  7,  1969. 

Take  notice  that  on  December  31, 1968, 
Trunkline  Gas  Co.  (Applicant) ,  Post  Of¬ 
fice  Box  1642,  Houston,  Tex.  77001,  filed 
in  Docket  No.  CP69-185  an  application 
pursuant  to  section  7(c)  of  the  Natural 
Gas  Act  for  a  certificate  of  public  con¬ 
venience  and  necessity  authorizing  the 
construction  and  operation  of  certain 
natural  gas  facilities  and  the  sale  and 
delivery  of  an  additional  75,000  Mcf  of 
natural  gas  per  day  to  Consumers  Power 
Co.  (Consumers)  and  a  total  additional 
5,320  Mcf  per  day  to  17  other  existing 
resale  customers,  all  as  more  fully  set 
forth  in  the  application  which  is  on 
file  with  the  Commission  and  open  to 
public  inspection. 

Specifically,  Applicant  proposes  to  con¬ 
struct  and  operate  the  following 
facilities : 

(1)  32.59  miles  of  36-inch  pipeline 
looping  portions  of  Applicant’s  existing 
main  transmission  line  between  Long- 
ville.  La.,  and  Johnsonville,  HI.; 

(2)  30.39  miles  of  30-inch  pipeline 
looping  portions  of  Applicant’s  existing 
main  transmission  line  between  Tuscola, 
HI.,  and  Elkhart,  Ind.; 

(3)  17.2  miles  of  24-inch  pipeline 
looping  a  portion  of  Applicant's  gather¬ 
ing  line  south  of  Longville,  La.; 

(4)  3,000  additional  horsepower  at  ex¬ 
isting  Compressor  Station  No.  313,  Cen¬ 
terville,  La.,  and 

(5)  Miscellaneous  facilities. 

The  application  indicates  that  the  total 
estimated  cost  of  these  facilities  is  $17,- 
550,000,  which  cost  Applicant  proposes 
to  finance  initially  from  fimds  on  hand 
and  by  bank  borrowings.  Permanent  fi¬ 
nancing  will  be  through  the  issuance  of 
long-term  securities. 

Applicant  states  that  Consumers  has 
advised  that  the  increased  deliveries  of 
gas  commencing  November  of  1969  are 
urgently  needed  to  meet  the  require¬ 
ments  of  Consumers’  continually  and 
rapidly  growing  markets.  Applicant  and 
Consumers  have  entered  into  an  amend¬ 
atory  agreement,  dated  September  19, 
1968,  providing  for  the  increased  supply. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington,  D.C.  20426,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  and  the 
regulations  under  the  Natural  Gas  Act 
(§  157.10)  on  or  before  February  3,  1969. 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  confei-red  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act  and  the 
Commission’s  rules  of  practice  and  pro¬ 


cedure,  a  hearing  will  be  held  without 
further  notice  before  the  Commission 
on  this  application  if  no  petition  to  in¬ 
tervene  is  filed  within  the  time  required 
herein,  if  the  Commission  on  its  own  re¬ 
view  of  the  matter  finds  that  a  grant 
of  the  certificate  is  required  by  the  pub¬ 
lic  convenience  and  necessity.  If  a  peti¬ 
tion  for  leave  to  intervene  is  timely  filed, 
or  if  the  Commission  on  its  own  motion 
believes  that  a  formal  hearing  is  re¬ 
quired,  further  notice  of  such  hearing 
will  be  duly  given. 

Under  the  procedure  herein  provided 
for,  unless  otherwise  advised,  it  will  be 
unnecessary  for  Applicant  to  appear  or 
be  represented  at  the  hearing. 

Gordon  M.  Grant, 

Secretary. 

[F.R.  Doc.  69-403;  Filed,  Jan.  13,  1969; 

8:45  a.m.] 


[Dockets  Nos.  RI69-406,  RI69-407] 

UNION  PRODUCING  CO.  ET  AL. 

Order  Providing  for  Hearing  on  and 
Suspension  of  Proposed  Changes  in 
Rates,  and  Allowing  Rate  Changes 
To  Become  Effective  Subject  to 
Refund  ^ 

December  30,  1968. 

The  Respondents  named  herein  have 
filed  proposed  changes  in  rates  and 
charges  of  currently  effective  rate  sched¬ 
ules  for  sales  of  natural  gas  under  Com¬ 
mission  jurisdiction,  as  set  forth  in  Ap¬ 
pendix  A  hereof. 

The  proposed  changed  rates  and 
charges  may  be  unjust,  unreasonable, 
unduly  discriminatory,  or  preferential, 
or  otherwise  unlawful. 

The  Commission  finds:  It  is  in  the 
public  interest  and  consistent  with  the 
Natural  Gas  Act  that  the  Commission 
enter  upon  hearings  regarding  the  law¬ 
fulness  of  the  proposed  changes,  and 
that  the  supplements  herein  be  suspend¬ 
ed  and  their  use  be  deferred  as  ordered 
below. 

The  Commission  orders; 

(A)  Under  the  Natural  Gas  Act,  par¬ 
ticularly  sections  4  and  15,  the  regula¬ 
tions  pertaining  thereto  (18  CFR  Ch.  I) , 
and  the  Commission’s  rules  of  practice 
and  procedure,  pubUc  hearings  shall  be 
held  concerning  the  lawfulness  of  the 
proposed  changes. 

(B)  Pending  hearings  and  decisions 
thereon,  the  rate  supplements  herein  are 
suspended  and  their  use  deferred  until 
date  shown  in  the  “Date  Suspended  Un¬ 
til”  column,  and  thereafter  until  made 
effective  as  prescribed  by  the  Natural 
Gas  Act;  Provided,  however.  That  the 
supplements  to  the  rate  schedules  filed 
by  Respondents,  as  set  forth  herein,  shall 
become  effective  subject  to  refund  on  the 
date  and  in  the  manner  herein  prescribed 
if  within  20  days  from  the  date  of  the 
issuance  of  this  order  Respondents  shall 
each  execute  and  file  under  its  above- 
designated  docket  number  with  the  Sec¬ 
retary  of  the  Commission  its  agreement 


iDoes  not  consolidate  for  hearing  or  dis¬ 
pose  of  the  several  matters  herein. 
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and  undertaking  to  comply  with  the  re¬ 
funding  and  reporting  procedure  re¬ 
quired  by  the  Natural  Gas  Act  and  §  154.- 
102  of  the  regulations  thereunder,  ac¬ 
companied  by  a  certificate  showing 
service  of  copies  therof  upon  all  pur¬ 
chasers  under  the  rate  schedule  involved. 
Unless  Respondents  are  advised  to  the 
contrary  within  15  days  after  the  filing 
of  their  respective  agreements  and  un¬ 
dertakings,  such  agreements  and  under¬ 


takings  shall  be  deemed  to  have  been 
accepted. 

(C)  Until  otherwise  ordered  by  the 
Commission,  neither  the  suspended  sup¬ 
plements,  nor  the  rate  schedules  sought 
to  be  altered,  shall  be  changed  until  dis¬ 
position  of  these  proceedings  or  expira¬ 
tion  of  the  suspension  period. 

(D)  Notices  of  intervention  or  peti¬ 
tions  to  intervene  may  be  filed  with  the 

Appendix  A 


Federal  Power  Commission,  Washington, 
D.C.  20426,  in  accordance  with  the  rules 
of  practice  and  procedure  (18  CFR  1.8 
and  1.37(f))  on  or  before  February  14, 
1969. 

By  the  Commission. 

[seal]  Kenneth  F.  Plumb, 

Acting  Secretary. 


Docket 

No. 

Rate 

schedule 

No. 

Sup¬ 

ple¬ 

ment 

No. 

Amount 

of 

annual 

increase 

Date 

filing 

tendered 

Effective 

date 

unless 

sus¬ 

pended 

Date 

Cents  per  Mcf 

Respondent 

Purchaser  and  producing  area 

pended 

until— 

Rate 

in 

effect 

Proposed 
Increased 
rate  > 

RI69-406-.. 

.  Union  Producing  Co.,  900  Southwest 
Tower,  Uoustou,  Tex.  77002. 

215 

13 

United  Gas  Pii>e  Line  Co.,  Lirette 
Field,  Terrel)onne  Parish,  La.  (S). 

$1, 595 

12-6-68 

12-31-68 

1-1-69 

15.75 

18.5 

RI69-406... 

. do . 

216 

11 

United  Gas  Pipe  Line  Co.,  Bay  Bap¬ 
tiste  Field,  'Terrebonne  Parish,  La. 
(S). 

United  Gas  Pipe  Line  Co.,  Bourg 
Field,  Terret)onne  Parish,  La.  (S). 

289 

12-6-68 

12-31-68 

1-1-69 

15.75 

18.5 

RI69-407... 

.  Union  Producing  Co.  (Operator)  et  al. 

218 

11 

137,500 

12-6-68 

12-31-68 

1-1-69 

15.75 

18.5 

RI69-406... 

.  Union  Producing  Co . 

228 

9 

United  Gas  Pipe  Line  Co.,  DeLarge 
Field,  Terrebonne  Parish,  La.  (S). 

11,490 

12-6-68 

12-31-68 

1-1-69 

15.75 

» 18.  6234 

RI69-406... 

. do . 

229 

12 

United  Gas  Pipe  Line  Co.,  Dulac  Area, 
Terrebonne  Parish,  La.  (S). 

141, 075 

12-6-68 

12-31-68 

1-1-69 

15.75 

18.5 

RI69-407... 

..  Union  Producing  Co.  (Operator)  et  al. 

234 

6 

United  Gas  Pipe  Line  Co.,  Gibson 
Field,  Terrebonne  Parish,  La.  (S). 

192,600 

12-6-68 

12-31-68 

1-1-69 

15.75 

18.5 

1  Proposed  ino'eased  rates  are  In  accordance  with  the  Commission’s  Opinion  >  Includes  18.5  cents  per  Mcf  base  rate  plus  0.1234  cent  per  Mcf  upward  B.t.u. 

No.  646  issued  9-25-68  (South  Louisiana  Area  Rate  Proceeding,  AR61-2)  and  are  adjastment  for  1,057  B.t.u.  gas. 
subject  to  the  upward  and  downward  B.t.u.  adjustment  provisions  thereof. 

Note.— All  rates  are  stated  at  15.025  p.s.i.a. 


The  proposed  rate  increases  herein  do  not 
exceed  the  applicable  Just  and  reasonable 
rates  found  by  the  Commission  In  Its  Opin¬ 
ion  No.  546,  Issued  September  25, 1968  (South 
Louisiana  Area  Rate  Proceeding,  AR61-2), 
but  are  suspened  for  1  day,  as  ordered  herein, 
because  the  seller  and  buyer  are  affiliates. 

Although  we  are  suspending  Union’s  In¬ 
creases  for  the  reason  set  forth  above,  we 
beheve  It  appropriate  to  waive  the  30-day 
notice  period  In  part  so  as  to  allow  Union 
to  collect  the  proposed  rates  as  of  January  1, 
1969,  subject  to  refund,  as  Union  has  re¬ 
quested.  Such  action  Is  In  accord  with  our 
general  policy  of  waiving  the  statutory 
notice  pierlod  where  an  Increase  does  not 
exceed  the  applicable  Just  and  reasonable 
ceiling  determined  In  Opinion  No.  546. 

[P.R.  Doc.  69-414;  Piled,  Jan.  13,  1969; 

8:46  a.m.] 


FEDERAL  RESERVE  SYSTEM 

FIRST  HOLDING  CO.,  INC. 

Order  Approving  Application  Under 
Bank  Holding  Company  Act 

In  the  matter  of  the  application  of 
First  Holding  Co.,  Inc.,  Waukesha,  Wis., 
for  approval  of  acquisition  of  80  per¬ 
cent  or  more  of  the  voting  shares  of 
New  Berlin  State  Bank,  New  Berlin,  Wis. 

There  has  come  before  the  Board  of 
Governors,  pursuant  to  section  3(a)(3) 
of  the  Bank  Holding  Company  Act  of 
1956  (12  U.S.C.  1842(a)(3))  and  §222.3 
(a)  of  Federal  Reserve  Regulation  Y 
(12  CFR  222.3(a)),  an  application  by 
First  Holding  Co.,  Inc.,  Waukesha,  Wis., 
a  registered  bank  holding  company,  for 
the  Board’s  prior  approval  of  the  acquisi¬ 
tion  of  80  percent  or  more  of  the  voting 
shares  of  New  Berlin  State  Bank,  New 
Berlin,  Wis. 

As  required  by  section  3(b)  of  the  Act, 
the  Board  notified  the  Wisconsin  Com¬ 


missioner  of  Banking  of  the  application 
and  requested  his  views  and  recom¬ 
mendation.  The  Commissioner  advised 
the  Board  that  he  had  no  objection  to 
the  proposed  transaction. 

Notice  of  receipt  of  the  application 
was  published  in  the  Federal  Register 
on  August  10,  1968  (33  FJl.  11433),  pro¬ 
viding  an  opportunity  for  interested  per¬ 
sons  to  submit  comments  and  views  with 
respect  to  the  proposed  transaction.  A 
copy  of  the  application  was  forwarded 
to  the  U.S.  Department  of  Justice  for  its 
consideration.  Time  for  filing  comments 
and  views  has  expired  and  all  those  re¬ 
ceived  have  been  considered  by  the 
Board. 

It  is  hereby  ordered,  For  the  reasons 
set  forth  in  the  Board’s  statement*  of 
this  date,  that  said  application  be  and 
hereby  is  approved,  provided  that  the 
acquisition  so  approved  shall  not  be  con- 
siunmated  (a)  before  the  30th  calendar 
day  following  the  date  of  this  order  or 
(b)  later  than  3  months  after  the  date 
of  this  order  unless  such  period  is  ex¬ 
tended  for  good  cause  by  the  Board  or 
by  the  Federal  Reserve  Bank  of  Chicago 
pursuant  to  delegated  authority. 

Dated  at  Washington,  D.C.,  this  2d  day 
of  January  1969. 

By  order  of  the  Board  of  Governors.* 

[seal]  Robert  P.  Forrestal, 
Assistant  Secretary. 

IP.R.  Doc.  69-421;  Piled,  Jan.  13,  1969; 

8:46  a.m.] 


spiled  as  part  of  the  original  document. 
Copies  available  upon  request  to  the  Board 
of  Governors  of  the  Federal  Reserve  Sjrstem, 
Washington,  D.C.  20551,  or  to  the  Federal 
Reserve  Bank  of  Chicago. 

‘Voting  for  this  action:  Chairman  Martin 
and  Governors  Robertson.  Mitchell,  Daane, 
Malsel,  Brimmer,  and  Sherrill. 


FIRST  SECURITY  CORP. 

Notice  of  Application  for  Approval  of 

Acquisition  of  Shares  of  Banks 

Notice  Is  hereby  given  that  applica¬ 
tion  has  been  made  to  the  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System 
pursuant  to  section  3(a)(1)  of  the  Bank 
Holding  Company  Act  of  1956  (12  U.S.C. 
1842(a)(1)),  by  First  Security  Corp., 
Sheboygan,  Wis.,  for  prior  approval  of 
the  Board  of  action  whereby  applicant 
would  become  a  bank  holding  company 
through  the  acquisition  of  80  percent  or 
more  of  the  voting  shares  of  each  of  the 
following  banks:  Security  First  National 
Bank  of  Sheboygan,  Sheboygan,  Wis., 
and  South-West  State  Bank,  Sheboy¬ 
gan,  Wis. 

Section  3(c)  of  the  Act,  as  amended, 
provides  that  the  Board  shall  not  approve 
(1)  any  acquisition  or  merger  or  consoli¬ 
dation  under  this  section  which  would 
result  in  a  monopoly,  or  which  would  be 
in  furtherance  of  any  combination  or 
conspiracy  to  monopolize  or  to  attempt 
to  monopolize  the  business  of  banking  in 
any  part  of  the  United  States,  or  (2)  any 
other  proposed  acquisition  or  merger  or 
consolidation  imder  this  section  whose 
effect  in  any  section  of  the  country  may 
be  substantially  to  lessen  competition, 
or  to  tend  to  create  a  monopoly,  or  which 
in  any  other  manner  would  be  in  re¬ 
straint  of  trade,  unless  it  finds  that  the 
anticompetitive  effects  of  the  proposed 
transaction  are  clearly  outweighed  in  the 
public  interest  by  the  probable  effect  of 
the  transaction  in  meeting  the  conven¬ 
ience  and  needs  of  the  community  to  be 
served. 

Section  3(c)  further  provides  that,  in 
every  case,  the  Board  shall  take  into 
consideration  the  financial  and  man¬ 
agerial  resources  and  future  prospects 
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of  the  company  or  companies  and  the 
banks  concerned,  and  the  convenience 
and  needs  of  the  community  to  be 
served. 

Not  later  than  thirty  (30)  days  after 
the  publication  of  this  notice  in  the 
Federal  Register,  comments  and  views 
regarding  the  proposed  acquisition  may 
be  filed  with  the  Board.  Communications 
should  be  addressed  to  the  Secretary, 
Board  of  Governors  of  the  Federal  Re¬ 
serve  System,  Washington,  D.C.  20551. 
The  application  may  be  inspected  at  the 
ofBce  of  the  Board  of  Governors  or  the 
Federal  Reserve  Bank  of  Chicago. 

Dated  at  Washington,  D.C.,  this  6th 
day  of  January  1969. 

By  order  of  the  Board  of  Governors. 

[seal]  Robert  P.  Forrestal, 

Assistant  Secretary. 

IP.R.  Doc.  69-422;  Piled,  Jan.  13,  1969: 

8:46  a.m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

OMEGA  EQUITIES  CORP. 

Order  Suspending  Trading 

January  8,  1969. 

It  appearing  to  the  Securities  and  Ex¬ 
change  Commission  that  the  summary 
suspension  of  trading  in  the  common 
stock  and  all  other  securities  of  Omega 
Equities  Corp.,  New  York,  N.Y.,  being 
traded  otherwise  than  on  a  national 
securities  exchange  is  required  in  the 
public  interest  and  for  the  protection  of 
investors: 

It  is  ordered.  Pursuant  to  section  15(c) 
(5)  of  the  Securities  Exchange  Act  of 
1934,  that  trading  in  such  securities 
otherwise  than  on  a  national  securities 
exchange  be  summarily  suspended,  this 
order  to  be  effective  for  the  period  Jan¬ 
uary  9,  1969,  through  January  18,  1969, 
both  dates  inclusive. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

[P.R.  Doc.  69-431;  Filed,  Jan.  13.  1969; 

8:47  a.m.] 


INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATION  FOR 
RELIEF 

January  9, 1969. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  1100.40  of  the  general  rules  of 
practice  (49  CFR  1100.40)  and  filed  with¬ 
in  15  days  from  the  date  of  publication 
of  this  notice  in  the  Federal  Register. 

Long-and-Short  Haul 

FSA  No.  41538 — Chlorine  to  Hamilton. 
Miss.  Filed  by  Southwestern  Freight  Bu¬ 
reau,  agent  (No.  B-1) ,  for  interested  rail 
carriers.  Rates  on  chlorine,  in  tank  car¬ 
loads,  from  specified  points  in  Arkansas, 
Louisiana,  and  Texas,  to  Hamilton,  Miss. 

Grounds  for  relief — Market  competi¬ 
tion. 

Tariffs — Supplements  216,  138,  and  45 
to  Southwestern  Freight  Bureau,  agent, 
tariffs  ICC  4529,  4668,  and  4773, 

respectively. 

By  the  Commission. 

[seal]  H.  Neil  Garson, 

Secretary. 

[P.R.  Doc.  69-429;  Piled,  Jan.  13,  1969; 
8:47  a.m.] 


[Notice  274] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

January  9, 1969. 

Synopses  of  orders  entered  pursuant  to 
section  212(b)  of  the  Interstate  Com¬ 
merce  Act,  and  rules  and  regulations 
prescribed  thereunder  (49  CFR  Part 
1132) ,  appear  below: 

As  provided  in  the  Commission’s  spe¬ 
cial  rules  of  practice  any  interested 
pierson  may  file  a  petition  seeking  re¬ 
consideration  of  the  following  numbered 
proceedings  within  20  days  from  the  date 
of  publication  of  this  notice.  Pursuant 
to  section  17(8)  of  the  Interstate  Com¬ 
merce  Act,  the  filing  of  such  a  petition 
will  postpone  the  effective  date  of  the 
order  in  that  proceeding  pending  its  dis¬ 
position.  The  matters  relied  upon  by 
petitioners  must  be  specified  in  their 
petitions  with  particularity. 


No.  MC-FC-70870.  By  order  of  Decem¬ 
ber  31,  1968,  the  Transfer  Board  ap¬ 
proved  the  acquisition  of  control,  through 
purchase  of  capital  stock,  by  United 
American  Investment  Co.,  R.  H.  Isensee, 
President,  25  West  State  Street,  Mason 
City,  Iowa,  and  A.  J.  Allen  and  Louise  M. 
Allen,  110  Seventh  Avenue  North,  Clear 
Lake,  Iowa,  of  Mason  City  Travel 
Agency,  Inc.,  215  North  Federal  Avenue, 
Mason  City,  Iowa,  which  holds  license 
No.  MC-12995  issued  August  3,  1967, 
authorizing  it  to  engage  in  operations  as 
a  broker  in  connection  with  the  trans¬ 
portation  of  passengers  and  their  bag¬ 
gage,  in  sp>ecial  and  charter  operations, 
in  round  trip  all-expense  tours,  begin¬ 
ning  and  ending  at  Mason  City,  Iowa, 
and  extending  to  points  in  the  United 
States,  including  Alaska  and  Hawaii. 

No.  MC-FC-70997.  By  order  of  De¬ 
cember  31,  1968,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Burgess  &  Cook, 
Inc.,  Femandina  Beach,  Fla.,  of  certifi¬ 
cate  No.  MC-129487  (Sub-No.  1),  issued 
September  12,  1968,  to  John  D.  Johnson, 
Jacksonville,  Fla.,  authorizing  the  trans¬ 
portation  of:  Clay,  in  bags,  from  Wrens, 
Macon,  and  McIntyre,  Ga.,  to  Jackson¬ 
ville,  Fla.  Norman  J.  Bolinger,  1729  Gulf 
Life  Tower,  Jacksonville,  Fla.  32207,  at¬ 
torney  for  applicants. 

No.  MC-FC-71004.  By  order  of  Decem¬ 
ber  30,  1968,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  Miller  Transport¬ 
ers,  Inc.,  a  Mississippi  corporation, 
Jackson,  Miss.,  of  the  operating  rights  in 
certificate  No.  MC-107002  and  subs 
thereunder,  to  Miller  Transporters,  Inc., 
Jackson,  Miss.,  a  Louisiana  corporation, 
authorizing  the  transportation  of  various 
commodities,  primarily  petroleum  and 
petroleum  products  and  chemicals,  in 
bulk,  in  tank  vehicles,  between  points  in 
Alabama,  Mississippi,  Georgia,  Tennes¬ 
see,  Texas,  Arkansas,  Florida,  Colorado, 
Connecticut,  Illinois,  Indiana,  Kansas, 
Kentucky,  Louisiana,  Maine,  Maryland, 
Massachusetts,  Michigan,  Minnesota, 
Missouri,  New  Jersey,  New  York,  North 
Carolina,  Ohio,  Oklahoma,  Pennsylvania, 
South  Carolina,  Virginia,  and  Wisconsin. 
Phineas  Stevens,  700  Petroleum  Build¬ 
ing,  Post  Office  Box  22567,  Jackson,  Miss. 
39205,  attorney  for  applicants. 


[SEAL]  H.  Neil  Garson, 

Secretary. 

[F.R.  Doc.  69-430;  Filed,  Jan.  13,  1969; 
8:47  a.m.] 
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